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Series Editors’ Foreword 


We are genuinely delighted to present Professor Sonny Shiu-Hing Lo’s outstand- 
ing volume on cross-border crime in Greater China as part of a conscious move to 
expand the conception of our book series, which to date comprises thirteen Hong 
Kong-—focused titles published during 1991-2004. Beginning with this volume we 
move forward to focus on integrating China, on the intensifying dynamics and 
interactive linkages between the PRC mainland and the three flourishing offshore 
Chinese communities of Hong Kong, Macao, and Taiwan. By encompassing the 
PRC mainland’s various interfaces with Macao and Taiwan, the series significantly 
expands its scope of coverage beyond Hong Kong, adding valuable additional 
comparative dimensions. 

China’s spectacular rise is of profound global significance, and Beijing’s multifold 
interfaces with the offshore Chinese domains of Hong Kong, Macao, and Taiwan are 
likewise topics of international interest and realpolitik concern. These three thriving 
dynamos—all staunchly capitalistic, highly marketized, liberally open and vigorously 
freewheeling—are now closely pursued in style and replicated in practice by Shanghai, 
Guangzhou, Shenzhen, and other mainland Chinese metropolises. Like Hong Kong, 
Macao, and Taiwan today, these cities are also coming to be cosmopolitan Chinese 
communities with a highly mobile populace buttressed with transnational familial, 
economic, sociocultural, educational, and professional networks that span the world. 
Yet, one major difference continues to separate Hong Kong, Macao, and Taiwan from 
their mainland peers—the distinction of being the most democratic societies in Chinese 
history. Furthermore, their histories have been shaped by extensive external influences 
that are deeply etched on the characters and outlooks of their populace. Their weighty 
colonial legacies have rendered them both active agents and beneficiaries of economic 
and sociocultural globalization processes. 

The encasement of Hong Kong and Macao within the PRC’s “One Country, Two 
Systems” framework and the re-articulation of Taiwan’s “post-renegade province 
vs. mainland” paradigm will become increasingly salient features as they reposition 
themselves amid intensifying centripetal forces that are drawing them closer into 
the orbit of a rising mainland China. It is at this juncture that global convergence 
resonates with creative regional collaboration and redefined notions of national sover- 
eignty to a historically unprecedented degree. Indeed, the PRC mainland—Hong Kong/ 
Macao/Taiwan relationships are complex, yielding almost unlimited developmental 
opportunities but also posing unforeseeable risks and great challenges to mainland 
China’s own quest for modernity, development, affluence, international recognition, 
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and national integration. The relatively high level of attainments in the “software” 
realms of institution/procedure/value—the rule of law, civil liberties and personal 
freedoms, socioeconomic affluence, civic society activism, and pluralistic political 
participation—that are being enjoyed by the Hong Kong/Macao/Taiwan populace 
today are exactly what the majority of Chinese mainlanders are aspiring to achieve 
for themselves in a post-Olympiad vision of China. 

Beijing’s extensive outreach efforts to reintegrate these offshore communities with 
the mainland’s polity, society, and economy are firmly anchored in its cherished, high 
priority, and ultimate goal of national reunification. However, this would necessitate 
various novel modes of mutual accommodation and practical compromise between 
their sharply divergent legal-political frameworks and the competing value systems 
that still differentiate and divide the mainland from these offshore domains. The prob- 
lematic cases of postcolonial Hong Kong and Macao under Beijing’s “One Country, 
Two Systems” model (a formula that has repeatedly been rejected by Taiwan’s elites 
and mainstream populace) have added much uncertainty and fluidity to the likely 
prospects of cross-Straits peace and cooperation under the newly installed Ma Ying- 
jeou Kuomintang regime in Taipei. 

The term “integrating” as used here in the early twenty-first century Greater China 
context is not meant to refer narrowly or exclusively to any process that would lead to 
cross-Strait unification, a PRC mainland merger with or absorption of Taiwan Island 
according to Beijing’s criteria of conformity, uniformity and standardization under the 
full control of an overarching and supreme Chinese national/central authority. Rather, 
we believe that “integrating” encompasses the multitudes of facilitating processes 
and interactive dynamics that aim at promoting a mutually beneficial, constructive 
collaboration, systematic harmonization, and functional synchronization among main- 
land China, Hong Kong, Macao, and Taiwan. While such an enlightened relationship 
would contribute to stability on the Asia-Pacific Rim and also enhance the appeal and 
humanistic potential of Chinese civilization across the world, it definitely should not 
preclude the possibilities for an eventual and peaceful cross-Straits reunification. The 
integrating processes and integrative dynamics that bind these four Chinese domains 
together are organic, delicate and complicated, rendering them worthy of serious 
academic inquiry, not only for China but for the rest of the global community. 

The rich findings from Professor Lo’s meticulous examination of cross-border 
crime in Greater China testify to the vast potentials in this complex relationship. His 
study of the dynamics of cross-border crime and transjurisdictional cooperative law 
enforcement can be extrapolated to many other key institutional spheres across these 
four Chinese domains. Moreover, this fascinating book also captures the core elements 
that advance the study of crime across regional, ethnic and national borders. 

While there is no national or ethnic group that has managed to remain completely 
disconnected from organized crime, globalization has created a more complex array 
of transnational proliferations of and multiethnic patterning in cross-border crime. 
Borderless crime is at least as old as cross-border trade and has become an alarming 
phenomenon long before what is now commonly regarded as the general movement 
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toward a borderless world, including borderless universities, borderless NGOs, and 
borderless workforces, in an age of easy travel, instant communications, and virtual re- 
alities facilitated by cellular phones and the Internet. However, the nation state remains 
very much alive and well in this new borderless era of globalization. Acknowledging 
this, Professor Lo highlights the processes in which the combined capacities of nation 
states and subnational entities can effectively adapt in ways that refine, strengthen, 
and sustain their crime fighting apparatus. 

What makes Professor Lo’s vivid delineation and penetrating analysis of cross- 
border crime in Hong Kong, Macao, and South China of special significance is not 
only the political nature of the geospatial communities involved but also the global 
implications of his case studies, specifically the role of embedded local/regional au- 
tonomy in combating cross-border crime. Such autonomy cannot be taken for granted, 
especially in the case of authoritarian states. Linked by the powerful forces of common 
spatial-ancestral origins, familial blood ties, and shared sociocultural heritage that 
reinforce a deepening economic interdependency and multiple functional interfaces, 
Greater China is composed of several legal jurisdictions and autonomous governing 
authorities bounded but also divided by the crucial issue of Chinese national sover- 
eignty. The national sovereignty issue has been settled in the cases of Hong Kong and 
Macao through their 1980s—1990s decolonization and 1997-1999 retrocession. But 
across the Taiwan Straits, this still remains a controversial issue of utmost sensitivity 
with deeply rooted divisions within Taiwan over the island’s national/international 
status and the islanders’ preferred identity. 

The still unresolved political impasses between these two major Greater China 
entities have created a set of complex dynamics for the contested status of regional/ 
local authority. The multiple Greater China entities that operate autonomously with 
divergent legal-administrative systems are nearly akin to a situation of multinational 
states. In short, the embedded autonomy in the HKSAR, the MSAR, and also in Taiwan 
enables their law enforcement agencies to join forces, sometimes also with mainland 
Chinese organs, in combating specific types of cross-border crimes and related threats 
to law and order with varying degrees of success. Professor Lo persuasively suggests 
that such embedded autonomy not only helps check the spread of cross-border crime, 
but also that it is indispensable as a means to counteract the culturally nested nature 
of many cross-border crime syndicates. 

Professor Lo’s insightful reconnaissance of the Greater China organized crime 
scene illuminates how and why certain types of criminal activities operate differently 
in the HKSAR, the MSAR, the Pearl River Delta and elsewhere in Guangdong as 
well as across the Taiwan Straits due to the loopholes, cracks, and gaps created by 
the situation of multijurisdiction, divergent ideo-political culture, legal-constitutional 
and administrative disconnect, and disparate state capacities in law enforcement, 
anticorruption, and crime control in these domains. Several of his major findings 
are especially worthy of note: (1) The states of Greater China—the mainland, Hong 
Kong, Macao, and Taiwan—have varying degrees of autonomy vis-a-vis crime 
groups and individual criminals. (2) Criminal elements and crime groups make use 
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of differences in the legal systems within the Greater China domains to conduct their 
illegal economic activities. (3) The borders in Greater China are on the whole rather 
porous. (4) Law-enforcement agencies in Greater China cooperate among themselves 
to combat cross-border crime while enhancing and maintaining the autonomy of the 
states vis-a-vis organized crime. (5) Economic liberalization and functional integration 
do stimulate cross-border crime and in turn trigger intra-/inter-governmental response, 
cooperation, and collaboration. (6) Mainland China’s tactics against cross-border 
crime are complicated by localism because local authorities and individual rogue of- 
ficials have occasionally colluded with crime groups and criminal elements beyond 
the control of the PRC central government in Beijing. 

Professor Lo’s case study sharply illuminates the importance of cultural and regional 
social capital in containing Greater China’s cross-border crime. The deep-rooted his- 
torical linkages and extensive social networks within the Greater China metropolitan 
areas determine much of the sustainability of cross-border crime. This is why law 
enforcement agencies find it easier to dismantle criminal organizations in a trans- 
planted region than in their places of origin, where their culturally nested character 
in a diverse but interlocking sociocultural fabric makes them difficult to discern from 
the apparently legitimate establishments run by criminal organizations. 

Furthermore, Professor Lo’s detailed delineation and systematic dissection of the 
interlocking and overlapping layers of intricate cross-border crime networks vis-a- 
vis the multitudes of local law enforcement/anticrime/anticorruption agencies amid 
fragmented governing structures and legal-administrative systems sheds much light 
on a critical dimension in the often ignored underbelly of South China’s intra-/inter- 
regional dynamics. These dynamics are often of profound consequences to the overall 
developments in Greater China and its relationships with Asia-Pacific neighbors. 

The very notion of “cross-border” in Greater China, when placed in a larger global 
context, could easily become “international” in view of Hong Kong/Macao/Taiwan’s 
very extensive and intimate external linkages with socioeconomic partners around the 
world and with the far-reaching networks of overseas Chinese communities. As in 
the notorious Lai Changxing scandal that has strained PRC-Canada legal interfaces, 
a seemingly regional cross-border crime scene in fact has expanded beyond the South 
China parameters, reached high into the PRC national polity, and leaped far out into 
the trans-Pacific arena as a truly international cross-border matter. (Lai, a Xiamen, 
Fujian tycoon turned suspect in a major officialdom corruption case, eluded mainland 
Chinese lawmen’s long arms by escaping through Hong Kong to Vancouver, Canada, 
where he now resides under house arrest while being embroiled in court proceedings 
against extradition to the PRC.) As such, cross-border matters, criminal or otherwise, 
in Greater China could easily transform into much higher level national or transna- 
tional concerns. 

In many ways, this pioneering study of the complex cross-border crime issues 
contributes much to advance our informed appreciation of the South China super- 
region as a key geocultural arena that has become the Chinese nation’s most globally 
autonomous core and vibrant socioeconomic hub in addition to its long acclaimed “‘one 
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step ahead” vanguard status in China’s rapidly unfolding reform and modernization 
since 1978. Indeed, this splendid and learned volume by Professor Sonny Lo is the 
ideal inaugural volume for our expanded and re-articulated series on Greater China 
in the twenty-first century. 


Ming K. Chan and Gerard A. Postiglione 
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in Greater China 


Introduction 


Since the September 11, 2001 tragedy in New York, transborder crime has become a 
global issue. It has also emerged as a prominent phenomenon in Greater China, which is 
geographically composed of the People’s Republic of China (PRC), the Republic of China 
(ROC) on Taiwan, the Hong Kong Special Administrative Region (HKSAR), and the 
Macao Special Administrative Region (MSAR). Greater China is “an adequate term” 
that describes “the activities in, and interactions between, mainland China, Hong Kong, 
Macao, Taiwan and the offshore islands, and Chinese overseas.”' However, the concept 
of Greater China is multidimensional. As Harry Harding has observed, “Economic 
Greater China . . . is largely limited to the coastal regions of mainland China, together 
with Hong Kong, Macao and Taiwan.” “Cultural Greater China” refers to all people 
who are of Chinese descent* and “political Greater China” includes all of mainland 
China, Hong Kong, Macao, and Taiwan, with Beijing as the political center.* James 
Wang has introduced the concept of “Greater South China,” which embraces Hong 
Kong, Macao, and the Pearl River Delta.° This book adopts the “economic” concept 
of Greater China—mainland China, Taiwan, Hong Kong, and Macao. It focuses on 
mainland China’s Guangdong and Fujian provinces, especially the Pearl River Delta, 
where geographical proximity to Hong Kong, Macao, and Taiwan provides a breeding 
ground for transnational or transborder crime. 


The Concept of Transborder Crime 


Transborder or cross-border crime is defined as illegal activities of individuals and 
organizations whose actions straddle territorial boundaries and whose objectives are 
to maximize economic profits or achieve political objectives (such as assassination, 
espionage, and terrorism). Transborder is often used interchangeably with the term 
transnational, which refers to “the movement of information, money, physical objects, 
people or other tangible or intangible items across state boundaries.”® What is legal 
in one state may be illegal in another state because their legal systems are different. 
Transborder crime in this book is defined similarly to multinational systemic crime as 
described by John Martin and Anne Romano: “crimes by various organizations that 
operate across national boundaries and in two or more countries simultaneously.” 
Martin and Romano, however, tend to focus on criminal activities that are “well or- 
ganized and integrated with powerful legal and illegal institutions of various nation- 
states,” such as terrorism, espionage, and drug and arms trafficking.’ They emphasize 
that states may be involved in these “criminal” activities. This book does not focus 
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on state-organized criminal activities, also known as state or political crime. These 
crimes are, essentially, “crimes by government,” such as “violations of human rights, 
civil liberties, and constitutional privileges.” 

So-called crimes against the government encompass protests, illegal demonstra- 
tions, strikes, espionage, political whistle-blowing, assassinations, and terrorism.'® 
Political crime refers to criminal activities committed for ideological reasons.'' These 
are different from organized crime, which, according to Michael Lyman and Garry 
Potter, involves groups that 


are non-ideological (no political goals), are hierarchical, have a limited or exclusive mem- 
bership, are self-perpetuating (continuity overtime), use illegal violence (or the threat of it) 
and bribery, demonstrate a specific division of labor, are monopolistic, [and] are governed 
by explicit rules and regulations (which include a code of secrecy).!” 


This definition of organized crime is parallel to that offered by Michael Maltz, who 
asserts that there is “no adequate definition of organized crime” and who points to nine 
characteristics: corruption, violence, sophistication, continuity, structure, discipline, 
multiple enterprise, legitimate business, and bonding.'? Maltz’s definition has been 
viewed as a breakthrough from “the traditional definition of organized crime as being 
synonymous with the mafia.”"4 

This book explores mainly the transborder activities of organized crime groups and 
individuals as well as some “crimes against the government,” specifically terrorism, 
assassinations, and espionage. Espionage, terrorism, and assassinations are perceived as 
crimes against the target governments.!> These illegal activities attempt to achieve the 
political and ideological objectives of stealing state secrets and undermining the target 
state’s national security.'° However, spies and professional murderers may also have 
economic motives, obtaining large sums of money for their successful operations.!” 

It remains controversial whether protests, demonstrations, strikes, and political 
whistle-blowing are illegal, depending on the law and perceptions of the ruling elite. 
Due to the vast scope of protests, demonstrations, strikes, and whistle-blowing this 
book will not focus on these explicitly political activities. 

Transborder criminal activities may be sponsored by a state or instigated by groups, 
and involve at least the four types of multinational crime discussed by Martin and 
Romano—terrorism, espionage, and drug and arms trafficking. In this book, trans- 
border crime involves cross-border organizational and individual activities, such as 
recruitment of the members of criminal groups, bookmaking, fraud, prostitution, 
money laundering, kidnapping, extortion, loan sharking, syndicate corruption, human 
smuggling, drug trafficking, counterfeiting, theft of national treasures, arms smug- 
gling, espionage, assassination, terrorism, airplane hijacking, and cybercrime. One 
crucial observation made by Martin and Romano is that the “increasing integration” of 
economic and political institutions is likely to bring about a proliferation of criminal 
activities, including multinational crime, white-collar crime, political crime, organized 
crime, government corruption, professional crime, and conventional crime.!* No mat- 
ter how criminal activities are categorized, politico-economic integration tends to 
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increase cross-border crime. Martin and Romano’s observation is particularly pertinent 
in the context of Greater China, where politico-economic integration has continually 
increased since the 1990s. 

Political science has neglected the topic of transborder crime until very recently, 
when focus on the subject was greatly increased after the September 11, 2001, attacks 
in New York, Washington, DC, and Pennsylvania.'? Most textbooks on international 
relations have turned a blind eye to the concepts of organized crime and transborder 
crime, although terrorism remains one of the crucial topics in the study of world 
politics.”° K.J. Holsti has observed that transnational criminal organizations “can ef- 
fectively challenge . . . the authority of modern governments.””' Bohdan Harasymiw 
has argued persuasively that organized crime “deserves to be incorporated into the 
discipline of political science so as to give a proper, fuller, and more realistic under- 
standing of today’s world—a world awash in guns, drugs, people and body parts for 
sale, pirated CDs, and stolen cars.””? Harasymiw studies organized crime in Russia, 
exploring the link between organized crime and politics and the ways in which crime 
and corruption are tackled: 


I believe there is seriously something missing in the field of vision of political science: 
if we are indeed students of power, then surely we need to look not only at its legitimate 
forms, sites, and uses, but also at illegitimate power. The more so—not just because they 
are forms of power per se—but because the two are connected and are interdependent. 
Organized crime. . . is attached to political institutions, personnel, and processes. Organized 
crime thrives because some lucrative activities are prohibited, and because in the pursuit 
of this lucre it has the protection or sponsorship of politicians, officials, and policemen—it 
uses them, and they use it.”° 


The topic of organized crime is closely related to the study of politics. First, if 
politics refer to “who gets what, when, and how,” the relationship between a govern- 
ment and organized crime is fundamentally political. Specifically, the ways in which 
political institutions such as the judiciary, legislature, and law enforcement cope with 
organized crime shape the extent of influence of criminal elements.” Second, from 
the perspective of interest group politics, organized crime syndicates can be viewed 
as interest groups sharing common values and objectives and sometimes exerting 
pressure on government officials.” Organized crime groups are not “institutional” 
groups making use of formal channels of participation to articulate their interests but, 
rather, can be viewed as interest groups openly or covertly exercising some degree 
of influence on the government.” Adopting a high-profile approach, organized crime 
groups can openly challenge state power. On the other hand, they can lobby and bribe 
state officials in a clandestine manner. Third, from the perspective of global politics, 
organized crime groups can be regarded as “transnational actors” whose actions can 
lead to political consequences for governments. The distinction between organized 
crime groups and individual criminals becomes blurred as they collaborate in the pro- 
cess of enriching themselves by illegal means. As Peter Willetts has observed, “The 
operations of criminals and non-legitimate groups have become more complex, spread 
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over a wider geographical area and increased in scale, because the improvement in 
communications have made it so much easier to transfer people, money, weapons, and 
ideas on a transnational basis. Government attempts to control such activities have 
become correspondingly more difficult.”?” Globalization has certainly increased the 
flow of drugs, people, money, weapons, and ideas, which necessitates international 
cooperation to tackle transborder criminal activities. Transnational crime groups 
“have the power to criminalize politics, business and the police, developing efficient 
networks, extending their reach deep and wide.”** Organized crime groups can be seen 
as both internal and external actors in the political system, utilizing their individual 
networks to accomplish the task of economic enrichment through illegitimate means. 
In the era of globalization, organized crime groups and individuals constitute a serious 
menace to state security. 


Organized Crime and the State 


Criminal elements can infiltrate any political system by forging links with politicians 
and government officials. This criminalization of politics is evident in Russia and 
Mexico.” Thomas Remington has pointed to the weak Russian state, whose “bureau- 
cracy is highly susceptible to corruption and has allowed organized crime to penetrate 
it deeply.”*° Regular businesses often find it difficult to operate except by turning to 
criminal groups for “security services,” such as payment to protection rackets, forcing 
business partners to follow the terms of agreements, and acquiring scarce supplies.*! 
The relatively weak Russian state provides a fertile ground for criminal groups to fill 
the administrative vacuum. 

The Russian mafia, made up of criminal organizations that “aspire to obtain a 
monopoly over the production and distribution of a certain commodity in the under- 
world,” directly “impinges on the state’s jurisdiction.”*” The “criminal state” in Russia 
is characterized by the penetration of organized crime groups into “the highest levels 
of government.”*? Criminal syndicate representatives have infiltrated parliamentary 
bodies and blocked any attempt at enacting anticrime legislation. To wipe out the 
influence of organized crime on the Russian political system, legal reforms, such as 
a clear definition of corruption, are necessary. 

Mexico is another case of a weak state penetrated by organized crime. Mexican 
officials and police regularly supplement their low salaries with bribe payments.™* 
Some of them are placed on the payroll of the narcomafia, turning a blind eye to 
shipments of cocaine and heroin and failing to convict drug traffickers.** In Thailand, 
local “godfathers” became influential figures who helped administrators exert control 
and collect taxes, thus establishing “a pattern of collaboration.”** The emergence of 
parliamentary government and political parties in the 1950s and 1960s made it pos- 
sible for these local patrons to participate in national politics through electoral chan- 
nels. At the village level, local strongmen played an important role as protectors who 
maintained order and made contributions to the construction of roads and temples.*” 
In the Philippines, town mayors were implicated in smuggling, prostitution, illegal 
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gambling, and marijuana cultivation.** Some local officials or “warlords” forged 
an alliance with national politicians, engaging in vote-buying and intimidation of 
voters. In some small towns, “a pattern of bossism has prevailed, in which a single 
gangster-politician has established a political machine and a local economic empire 
that endured for decades at a time.”*? 

Organized crime groups do not necessarily have a zero-sum relationship with the 
state. In southern Italy during the nineteenth century, “mafia and state power devel- 
oped ... in parallel, their relationship becoming complementary and collaborative 
rather than competitive.”“° An alliance between mafia groups and political patrons was 
consolidated by a system of shared values. The victory of the Christian Democrats in 
the 1948 elections was partly attributable to the support of the mafia groups, which 
possessed the capability to use violence, manipulate public opinion, and neutralize 
the police.*! During the Nationalist (Kuomintang, or KMT) era in China, the state 
remained fractionalized, weak, and unstable because of the influence of regional 
militarists and the Chinese Communists. The relatively “weak KMT state managers 
resorted to organized crime to maintain their rulership.”” Similarly, the Japanese 
yakuza formed an unholy alliance with the imperialist regime in Japan. In the 1880s, 
the Dark Ocean Society was a “patriotic” yakuza supportive of the Japanese territorial 
expansion into China and Korea, working as bodyguards for government officials, 
penetrating Manchuria and Korea as spies, intimidating candidates and voters, and 
suppressing political dissent.*? In 1892, the Dark Ocean Society launched a campaign 
in support of conservative-minded candidates in national elections. Its successor, the 
Black Dragon Society, pushed Japan into a war with Russia, committed political as- 
sassinations, and created conditions favorable to the Japanese invasion of China.“ 
The examples in southern Italy, China, and Japan proved that organized crime groups 
collaborated with the state, leading to a scenario in which state powers increased 
together with the underworld’s influence. 

The features of a state can shape its power relations with organized crime groups. 
This book uses the concepts of developmental state and predatory state, which were 
developed by Peter Evans, to study the relationships between states and transborder 
crime in Greater China. Exploring the variations in state involvement in industrial 
development, Evans argues that developmental states are characterized by a highly 
meritocratic bureaucracy, “a sense of corporate coherence” among civil servants, and 
close connections with social groups. Predatory states are marked by the proliferation 
of personal ties, the lack of a Weberian type of bureaucracy, and an absence of con- 
nections between the society and constituencies.*° 


The Developmental State 


Peter Evans has defined the concept of the developmental state as follows: 


Corporate coherence gives these [state] apparatuses a certain kind of “autonomy.” They 
are not... insulated from society. . . . To the contrary, they are embedded in a concrete set 
of social ties that binds the state to society and provides institutionalized channels for the 
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continued negotiation and renegotiation of goals and policies. Either side of the combina- 
tion by itself would not work. A state that was only autonomous would lack both sources 
of intelligence and the ability to rely on decentralized private implementation. Dense 
connecting networks without a robust internal structure would leave the state incapable 
of resolving “collective action” problems, of transcending the individual interests of its 
private counterparts. Only when embeddedness and autonomy are joined together can a 
state be called developmental.*” 


While the concept of embedded autonomy is useful for researchers to comprehend 
the role of the states in East Asian industrial development, it is less helpful to a study 
of the relationships between states and organized crime. If embedded autonomy entails 
“institutional channels” for organized crime groups and elements to negotiate their 
goals and policies with the government, it would undoubtedly undermine the state’s 
legitimacy.** Citizens would question seriously why the state had to provide legitimate 
and institutionalized channels of participation for organized crime groups. Embed- 
ded autonomy weakens the state instead of strengthening its capacity for controlling 
organized crime. 

However, if embedded autonomy is defined as institutional mechanisms that 
combat, monitor, and penalize private and public organizations as well as individuals 
participating in organized crime, and that establish coordinating links among various 
anticrime agencies, the concept is useful to a study of relationships between the state 
and transborder organized crime. Specifically, institutional mechanisms such as law 
enforcement, anticorruption agencies, monetary authorities, penal institutions, and 
judicial bodies can insulate the state from the influence and penetration of organized 
crime groups. The degree of embedded autonomy in this redefinition is directly related 
to the effectiveness of control on cross-border crime. As the degree of embedded 
autonomy increases, the state tends to be more effective in controlling cross-border 
crime. Embedded autonomy therefore involves a certain degree of freedom of a state 
from organized crime groups. The entrenchment of anticrime institutional mechanisms 
contributes immensely to the consolidation of a security state, the aim of which is to 
maintain law and order and to prevent its being undermined by transborder crime. 
A global phenomenon that evolved after September 11 is the growth of the security 
apparatuses in many countries that are fearful of terrorist attacks. In order for these 
to be effective, the police, national security agents, customs and immigration officers, 
and domestic surveillance have to be consolidated. In the United Kingdom, for ex- 
ample, closed-circuit television has been widely used to detect transborder criminal 
activities, raising a concern about whether personal privacy and individual liberties 
have been infringed.” Arguably, a properly functioning security state must strike a 
delicate balance between crime control and the protection of civil liberties. Above all, 
a precondition for the foundation of any security state is to maintain a high degree 
of embedded autonomy so that the disruptive impact of transborder crime, such as 
terrorism, can be avoided or minimized. 

Insulation from organized crime groups is necessary for any developmental state to 
prevent these groups from capturing power.*° In other words, the developmental state 
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must remain at a safe distance from the influence of organized crime groups. Again, 
developmental states are characterized by a meritocratic bureaucracy, a competent 
police force, clearly defined anticorruption statutes, solid criminal justice system, and 
an independent anticorruption apparatus for the sake of keeping organized crime, both 
domestic and transborder, under control.*! To control organized crime effectively, the 
bureaucracy in developmental states is required to display features such as a hierarchi- 
cal system of authority, clear division of labor, impersonal relationships among civil 
servants, and administrative efficiency.” 

In any state, the police play a critical role in maintaining law and order; their 
leadership, policing operation, recruitment, morale, financial conditions, internal 
management, and cooperation with the public are factors determining the success of 
crime control.*? The police are public servants whose integrity, honesty, and ethics 
have a direct bearing on the battle against criminal elements.™ Police corruption is an 
indicator of a weak security state with limited capacity to combat transborder crime. 
It is attributed to officers breaking internal rules and regulations, misusing authority 
and discretion, actively participating in illegal activities, and accepting bribes.* 

Some political scientists and sociologists have linked the role of police to the state, 
arguing that the police quell public disorder by adopting the strategies of “criminal- 
ization, accommodation and suppression.”** Criminalization”—a legal process of 
making something illegal—requires “the application of the rule of law by the police 
as a universal principle without exception” and it entails an extension of the scope of 
criminal law.*’ “Accommodation” refers to measures taken to co-opt a group or remove 
discrimination against it. “Suppression” refers to “harsh police tactics,” such as “the 
banning of political organizations, detention without trial, the imposition of collective 
punishment, the employment of emergency powers, the introduction or tightening of 
controls over movement and even joint action with the military.’””** 

The police play a critical role in state-society relations because authoritarian and 
liberal states employ the three strategies to maintain public order. In Japan shortly 
before World War II, the authoritarian “police state” was characterized by a multiplicity 
of strategies, such as suppressing the leftists, upholding the tenet of serving the state, 
maintaining professionalism, retaining the “rule by law ideology,” and implementing 
thought control. Since the September 11 attacks, many Western democracies have 
adopted the strategies of criminalization and accommodation, if not suppression, to 
deal with “terrorists.” Two of the three major characteristics of the police state have 
loomed in many democracies due to the trepidation of transborder terrorism. 

Understanding the role of the police is central to the analysis of their relationships 
with organized crime groups and the state. From a Marxist perspective, the police 
represent an instrument by which the ruling class perpetuates its political hegemony 
in the capitalist state.’ From the vantage point of policing in socialist states, the police 
are “an instrument of the nomenklatura class of the Communist Party.’’°' However, the 
police in democratic states are expected to uphold the rule of law, their accountability 
to the public, transparency in decision making, popular participation in policing, the 
minimum use of force, and the protection of civil and human rights.® The relation- 
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ship between the police and the state is a topic beyond the scope of this book, but it is 
important to note that the extent to which the police effectively exercise the coercive 
function of the state vis-a-vis organized crime has a direct bearing on crime control. 

Meanwhile, a clearly delineated anticorruption statute is useful in the fight against 
organized crime, whereas “an honest and well-respected judiciary has a special role in 
resisting corrupt governments and maintaining the rule of law.’’® In Italy, independent 
magistrates are pivotal to the persistence of anticorruption investigation and prosecu- 
tions. A solid judiciary calls for improvements in the professionalism, pay, and working 
conditions of judges. Political scientist and legal expert Susan Rose-Ackerman views 
the establishment of independent anticorruption commissions or inspector generals 
who report only to the chief executive or parliament as indispensable to any success- 
ful attempt at reducing the incentives to pay or accept bribes.“ John McFarlane has 
summed up the relationships between corruption, transnational crime, and the state 
in the following way: 


The massive funds generated by transnational crime . . . corrupt politicians, judges, of- 
ficials, police and other people responsible for maintaining good governance and the rule 
of law. Corruption provides the lubricant that enables transnational crime to flourish, both 
within the states immediately affected and across jurisdictional borders.® 


The effective police force, the honest judiciary, and the powerful anticorruption 
institution constitute essential ingredients of a healthy criminal justice system, which 
“ig made up of independent, yet interrelated, agencies” acting as governmentally 
sanctioned instruments of crime control. The criminal justice system is composed 
of the police, courts, anticorruption commission, and correctional agencies such as 
“community supervision or probation, various types of incarceration (including jails, 
houses of correction, and state prisons), and parole programs for both juvenile and 
adult offenders.”’” If the concept of the state has to be “demystified,” “disaggregated,” 
and “operationalized,” to borrow from Gabriel Almond,® it comprises not only the 
executive, legislature, judiciary, media, and the military but also criminal justice 
institutions. The insulated autonomy of any developmental state, which is relatively 
free from the influence of organized crime groups, calls for an amalgamation of a 
clean government and effective criminal justice institutions. 


The Predatory State 


Predatory states are punctuated with a “patrimonial” bureaucracy, an ineffective po- 
lice force, weak anticorruption legislation and agency, and a fragile criminal justice 
system.© While developmental states are likely to produce a scenario in which state 
power overwhelms the power of organized crime groups, predatory states tend to 
generate a context in which organized crime groups are more powerful than the state 
apparatuses. Michael Levi describes those states that are “captured” by organized 
crime as weak: “States with a role in the production or supply of illegal commodities 
(drugs or people), or in the storing and laundering of proceeds of crime, can sometimes 
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be said to be ‘captured’ by organized crime; while other ‘collapsed states’ (such as 
Afghanistan at times) are too weak and/or corrupted to deal with crime entrepreneurs 
and/or political rebels in their midst.””° 

Weak states may have symbiotic relationships with organized crime groups. The 
examples of China during the early years of KMT rule and Japan from the 1880s to 
the 1930s illustrated this phenomenon. In Colombia and Bolivia, there was a “cocaine- 
military symbiosis” in which the corrupt military officers formed an unholy alliance 
with drug barons.” The final years of Republican China during the second half of 
the 1940s provided an example of the decline of state power and the weakening of 
the progovernment triad, the so-called Green Gang composed of criminal elements, 
which resulted in a very fragile state. Consequently, the rapidly ascending Chinese 
Communist Party was able to challenge the legitimacy of the state. 

Shortly after the collapse of the Soviet Union, Russia could be seen as a predatory 
state in which the power of organized crime syndicates increased as state power re- 
mained relatively weak. Although President Vladimir Putin later combated organized 
crime and the Russian state enhanced its powers in relation to organized crime, the 
end result is far from clear. Organized crime and bureaucratic corruption in Russia 
can be traced back to the Soviet Union. The black market in the Soviet command 
economy offered numerous opportunities for corruption.” The Russian organized 
crime syndicates emerged during the 1950s, expanded from the 1960s to the 1980s, 
“exploded” during Mikhail Gorbachev’s perestroika, and reached “‘pandemic levels 
after the demise of the Soviet Union in 1991.” New crime syndicates have been 
formed by an alliance between gangsters and former members of the communist 
nomenklatura, leading to the criminalization of the Russian economy. Russian state 
autonomy vis-a-vis organized crime remains relatively weak.” 

At the same time, an alarming increase in criminal activity in Russia since the 
1990s has put criminal justice institutions under stress.” Although positive changes 
can be seen in Russia, where the legal profession is becoming influential, how to en- 
hance the capacity of crime control institutions remains a baffling problem. From the 
statist perspective, the fight against organized crime requires a transformation from 
a predatory state to a developmental state—a long and difficult path for the Russian 
government. 

Like Russia, Macedonia is characterized by a “weak,” “criminal-syndicalist,” and 
“rent-seeking” state in which corruption and organized crime are intertwined.” Political 
parties seek office not to implement their lofty political platforms but for patronage 
and material rewards associated with ministerial portfolios. Civil society remains 
relatively weak because of “a dearth of active citizen groups” that can “monitor and 
criticize state institutions.””’ In addition, the mass media do not play an assertive role 
in checking public maladministration, bureaucratic corruption, and organized crime. 
Compounding the absence of intermediary groups that can arrest the degeneration of 
the criminal state is the political apathy of ordinary citizens. The case of Macedonia 
is a testimony to the existence of a predatory state where the weak civil society fails 
to serve as an effective mechanism that controls organized crime. 


12. INTRODUCTION 
Transborder Crime and the Changing Role of the State 


Little research has been conducted on the interrelationships between transborder 
crime and the changing role of the state, except for a path-breaking work by Peter 
Andreas who studies the politics of policing the U.S._Mexico divide.” Adopting 
an interdisciplinary perspective, Andreas relies on official documents to trace the 
response of the American and Mexican states to cross-border smuggling and illegal 
migration. He cautions us that since “much of law enforcement is by nature secretive 
..., the official documents produced for public consumption can conceal as much as 
they reveal.” However, the official documents can help us understand “the policing 
face of the state” as the police represent the state’s coercive apparatus. Clandestine 
transborder activities such as drug trafficking and illegal migration are by no means 
new. However, according to Andreas: 


What is new is that policing these border crossings has been elevated from the status of 
“low politics” to “high politics,” involving a shift in the definition of security threats and 
in the practice of security policy. Crime fighting, not war fighting, increasingly defines 
the border priorities of many states. The transformation has been most pronounced along 
the geographic fault lines that divide rich and poor countries, particularly the southern 
border of the United States and the eastern and southern external borders of the European 
Union.*° 


Concurring with Harasymiw’s view that political science has neglected the study 
of organized crime, Andreas argues that in the study of international relations, “the 
policing side of state border practices and the clandestine side of cross-border economic 
activity have long been marginalized subjects.”*®! Andreas emphasizes the ways in 
which “the state itself has helped to create the very conditions that generate calls for 
more policing” across the border.® Specifically, the liberalizing policy of the state to 
encourage cross-border economic exchange is accompanied by “the same rapid escala- 
tion of state efforts to police illegal cross-border flows.”*? State officials orchestrate “the 
rolling-back of the state” to promote economic exchange and opening of the borders.™ 
However, there is a concomitant process of “rolling forward the policing apparatus of 
the state to patrol borders more intensively.” The state becomes “regulatory,” with a 
view to controlling cross-border crime. In this process, the borders are “transformed 
rather than transcended, reconfigured rather than retired.”** The policing apparatus 
of the state “is expected and empowered to maintain the boundaries between insid- 
ers and outsiders, to enforce law and order, and to project at least the appearance of 
securing national borders.”®” 

The perceptive insights of Andreas on the politics of U.S.-Mexican cross-border 
crime can deepen our understanding of the dynamics and complexities of transborder 
crime in Greater China.** State officials in postcolonial Hong Kong encourage eco- 
nomic interaction and integration with the mainland. The postcolonial authorities in 
Macao have also adopted this policy. Yet a parallel process of enhancing the policing 
apparatus of the postcolonial state in Hong Kong and Macao can be seen. Hence, while 


INTRODUCTION 13 


the postcolonial states in Hong Kong and Macao have supported the policy of closer 
economic integration with the mainland, an emergence of the “regulatory” states in both 
the HKSAR and MSAR is prominent. Specifically, the two city-states have responded to 
transborder crime by adopting new policies and regulations, thus minimizing the nega- 
tive impact of economic liberalization and integration on domestic law and order. 


Transborder Crime and Interstate/Intergovernmental Cooperation 


Since the 1990s transnational organized crime has become a threat to global security 
in general and the national security of nation-states in particular.*’ The collapse of 
communism in the Soviet Union and Eastern Europe and the globalization of capi- 
talism have made national boundaries more porous than ever before. The growth of 
international trade has led to a vast increase in the importation of goods and services. 
Container shipments have been used to smuggle illegal products across borders.” 
Global integration in an increasingly shrinking world also facilitates international 
migration and the proliferation of ethnic networks, which provide the means by which 
organized crime groups achieve their economic and political ends. The 1994 United 
Nations conference on global organized crime estimated that the global drug trade 
amounted to US$500 billion per year—a figure that was larger than the global trade 
in oil.?! The lucrative but illegal activities of transnational criminals have included 
weapons trafficking, trafficking of nuclear materials, human smuggling (women, 
children, and illegal immigrants), trafficking in body parts, and money laundering. 

Criminal elements in the globalized world exploit the loopholes in different legal 
jurisdictions to fulfill their economic and/or political objectives. Phil Williams and 
Ernesto Savona have remarked that “Criminal organizations carry on their activities 
in ...a borderless world, in which law enforcement is significantly constrained by 
having to operate in what is still a bordered world.”’*” Furthermore, “the technological 
sophistication of postindustrial states is increasingly becoming a source of vulner- 
ability as well as a source of power.” Criminal groups use technology as a means to 
engage in various illegal activities, such as counterfeiting travel documents and creating 
Web sites that deceive bank customers. Modern advanced telecommunications and 
information systems are used by criminal networks to carry out hidden transactions, 
especially money laundering.” 

The impact of transnational crime on “state institutions” is greater than that on 
national economies.*° Some states have become sanctuaries for transnational crimi- 
nals. As Castells has commented, “Safe, or relatively safe houses have been found 
around the planet: small (Aruba), medium (Colombia), large (Mexico), or extra-large 
(Russia), among many others.”*° Even the liberal democratic states encounter the 
danger of being corrupted by transborder crime as politicians have been “lured into 
sex, drugs and money.””’ Furthermore, transnational crime has cemented the “cultural 
identity” of criminal networks. As a result, cross-border criminal organizations have 
replaced multinational corporations to emerge as the most prominent players shaping 
global agendas. 
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Since transborder criminal elements are “non-state actors” posing a serious menace 
to global, national, and human security, transgovernmental cooperation has intensi- 
fied.*8 Joseph Nye describes a distinguishing feature in transnational politics in which 
the society and government of a particular state interacts with the society and govern- 
ment of another state. This form of world politics is a far cry from the “traditional” form 
in which only the governments of the two states interacted with each other, whereas 
the society of a state did not have influence on the government of another state. Nye’s 
insights are helpful to the understanding of the dynamics of such non-state actors as 
organized criminal groups, which have tremendous impact on numerous governments. 
Prior to the terrorist attacks on September 11, nation-states such as Canada and the 
United States had already established forums that tackled cross-border crime.” After 
September 11, more governments worldwide increased effort to trace the Al Qaeda 
terrorists—a move that necessitates the cooperation of law enforcement and security 
agencies in the U.S. government and its allies.'°° 

Police cooperation is the defining characteristic in the transnational fight against 
organized crime. One researcher has found that international police intercommuni- 
cation and coordination are indispensable for “interstate cooperation” in combating 
transborder crime. Nevertheless, the effectiveness of such cooperation is contingent 
upon the police mandate, the influence of the police on national policies, and the 
organizational structure of the police.’ Prior to the conclusion of the United Na- 
tions Convention Against Transnational Organized Crime in November 2000, the 
agenda for police cooperation in the European Union had already encompassed such 
realms as the coordination of investigation, creation of common databases, analysis 
of criminal intelligence, transfer of data to other member states, and exchanges in 
training programs, research findings, and forensic matters.'” Policing has become a 
“transnational” phenomenon in which there is “periodic expansion of the willingness 
of the United States to enforce its laws extra-territorially and unilaterally.”!°? Although 
this description exaggerates the influence of the United States on transnational police 
cooperation, it has captured American and global concern over cross-border terrorism 
that eventually led to the September 11 attacks. 


The Case of Greater China 


Chinese organized crime has long been a concern of law enforcement officials in the 
West.'°4 Greater China represents a case study that can shed light on the interrelation- 
ships between the state and organized crime in the PRC, HKSAR, and MSAR. In the 
PRC, the socialist state transformed itself from totalitarianism in the Maoist era to 
authoritarianism in the post-Mao period.'® After the Chinese Communist Party (CCP) 
came to power in 1949, it launched political campaigns such as the “three-anti” (san 
fan) campaign to fight corruption and waste and the “five anti” (wu fan) campaign 
against bribery, tax evasion, fraud, and theft of government property and economic 
secrets.'°° The first three years of CCP rule witnessed the elimination of organized 
crime. As Ezra Vogel wrote, “Prostitution, opium, addiction, gambling, and alcoholism 
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were virtually wiped out. ... A combination of assistance and tight supervision did not 
alter human nature but it did bring organized crime under control.”’'” In 1952, urban 
resident committees were established to play the “quasi-judicial function of arbitrat- 
ing family and neighborhood disputes and the police function of controlling criminal 
activities and political dissidence.”'* From the 1950s to the mid-1970s, organized 
crime could by no means challenge the power and legitimacy of the socialist state. 

The 1978 policy that opened up the PRC to the capitalist world economy has not 
only fostered a transition to “a market-facilitating state” but also produced more 
opportunities for crime.'° Ever since the economic reform began in the late 1970s, 
the total crime rate in the PRC has tripled.''° Consumerism, money worship, and the 
slogan “getting rich is glorious” have encouraged individual competition with oth- 
ers in the pursuit of wealth.'' Subsequently, socioeconomic reforms have “created a 
relatively normless state in which the unconstrained pursuit of material indulgence and 
individual economic advancement has been embraced by large sections of the Chinese 
population.”'!* In response to the surging crime rate, the PRC state launched the first 
“strike hard campaign” from 1983 to 1987 and the second in 1991. At the same time, 
the migration of peasants from rural areas to the cities resulted in an increase in the 
crime rate. In 1984, the PRC State Council issued a directive permitting peasants to 
move to and settle in towns. This policy relaxed the restriction on population move- 
ment from rural areas to urban cities, triggering an increase in crime as some of the 
floating population committed offenses relating to gambling, prostitution, illicit drugs, 
robbery, theft, murder, and assault.''? 

In the 1990s, the PRC leaders “look[ed] on the explosion of crime in their country 
with great trepidation” because “organized crime is a kindred spirit of popular upris- 
ing, and everyone is familiar with the history of those dynasties brought down by such 
rebellion.”''* Rebellions in traditional China were usually associated with bandits, 
gangsters, and secret societies.''> The triad was “essentially a political organization” 
directed against the Qing dynasty that attempted to restore the Ming dynasty.''® The 
rise in criminal groups represents a menace to the legitimacy and longevity of the PRC 
one-party state. The vast size of the mainland Chinese state means that local-level of- 
ficials often devise strategies that distort the central government’s policies of fighting 
against organized crime and corruption. To borrow the words of Vivienne Shue, the 
lower levels of state apparatus become “a maze of power pockets and bested interests 
manned by people” who have “everything to gain by protecting and elaborating on the 
status quo.”''’ During the process of marketization, many local-level cadres cultivated 
guanxi (personal connections) with Taiwan and Hong Kong Chinese investors, whose 
economic wealth became a lucrative target of corrupt cadres. From a Marxist perspec- 
tive, the “state bourgeoisie” comprising state managers in the PRC collaborated with 
the “expatriate bourgeoisie” from Taiwan and Hong Kong, generating a reciprocal 
relationship that reduced the Marxist-Leninist state’s degree of autonomy in relation 
to the capitalists.''® Pursuing the tenet of “getting rich is glorious,” some of the cor- 
rupt cadres run the risk of forming a criminal nexus with the rotten apples among the 
Taiwan, Hong Kong, Macao, and mainland capitalists. 
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Hong Kong under British rule before the mid-1970s was plagued by a symbiotic 
relationship between the corrupt police and triads. Syndicate corruption in the police 
force was so serious that Governor Murray MacLehose eventually decided to clean up 
colony by forming the Independent Commission Against Corruption (ICAC) in 1974.' 
The birth of the ICAC signaled the political will of the colony to end bureaucratic 
entanglements with organized crime. The ICAC’s persistent efforts at combating cor- 
ruption in the HKSAR have allowed the postcolonial state to retain its relative insula- 
tion from organized crime. The ICAC fights corruption on three fronts—investigation, 
prevention, and community education—and its structure serves as a model for many 
other developing states to combat corruption in the public and private sectors.'”° Its 
operation transformed the culture of Hong Kong, which “no longer tolerates corrup- 
tion.” The citizens of Hong Kong are keen to retain the ICAC’s achievement by which 
Hong Kong is now ranked as one of the cleanest in the world.!”! 

The return of Hong Kong and Macao’s sovereignty to the PRC on July 1, 1997, 
and December 20, 1999, respectively, accelerated economic and political integration 
in Greater China. Human trafficking across the borders of Hong Kong, Macao, and 
mainland China has increased rapidly since the 1990s. Accelerated economic inte- 
gration has provided fertile ground for organized crime groups to flourish and enrich 
themselves by illegal means. After the Asian economic crisis that plagued the HKSAR 
and MSAR in 1998, the two postcolonial states have relied on the assistance of the 
central government in Beijing for economic rejuvenation. The governing crisis in the 
HKSAR culminated in a July 1, 2003, protest by half a million citizens against the 
Tung Chee-hwa government. The massive protest led to Beijing’s immediate deter- 
mination to rescue the frail legitimacy of the postcolonial state by signing the Closer 
Economic Partnership Arrangement and by allowing mainland Chinese to visit the 
HKSAR as tourists. The entry and exit of hundreds of thousands of mainland and 
Hong Kong Chinese every day have enhanced the opportunities for cross-border 
crime groups to profit. 

Before sovereignty of Hong Kong and Macao returned to the PRC, concerns had 
been raised about whether the organized crime groups in the two capitalist enclaves 
would emigrate to the West. But the increasingly lucrative money-making opportunities 
in Greater South China meant that “few triad members are known to have relocated 
overseas.”’'? Rather than leaving the HKSAR for the West, “there are indications that 
the triads are moving to consolidate their position by developing access to the new 
power brokers in Hong Kong and by penetrating key government institutions.”!” 

In Macao, the Portuguese colony cultivated a symbiotic relationship with organized 
crime elements. The “casino state” was characterized by an alliance between casino 
operators and some corrupt officials who handled the casino franchise.'* In order to 
acquire casino franchises, casino operators and businessmen had to cultivate guanxi 
with their patrons, namely, government bureaucrats responsible for the gaming industry. 
Traditionally, Macao has depended on “casino capitalism” to maintain its economic 
prosperity.'?> In the early 1990s, the tourist industry flourished in Macao, leading 
to the mushrooming of casinos. Nonetheless, casino management was by no means 
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modernized and tightened, and so provided fertile ground for triads to penetrate hotels 
and casinos. Organized crime became so entrenched in Macao that the police force 
of 4,600 officers was outnumbered by 12,000 triad members. The stationing of the 
People’s Liberation Army (PLA) in the MSAR on December 20, 1999, had an immedi- 
ate deterrent effect on organized crime. The MSAR government led by Chief Executive 
Edmund Ho Hau-wah has vowed to fight organized crime and corruption. 

The various legal regimes that exist within Greater China present a challenge of 
cooperation and coordination to law enforcement agencies in the midst of the acceler- 
ated process of economic integration and human interactions in the region. While the 
HKSAR uses the British common law system, the judiciaries in the PRC mainland, 
Taiwan, and Macao are characterized by a civil law system. However, the PRC main- 
land, Taiwan, and Macao possess different laws governing various criminal activities. 
Mainland China maintains a death penalty for criminal offenders. Taiwan does as well, 
but it has recently amended the criminal code to repeal the death penalty for convicts 
under the age of 18 or over 80 and to raise the parole threshold for felonies.'*° 

Chapter | of this book elaborates on the extent to which transborder organized crime 
has flourished in Greater China since the 1990s, focusing on the various types of crime. 
Chapter 2 examines the role of the PRC state in its fight against organized crime and 
corruption. Chapter 3 delineates the strategies employed by law enforcement agencies 
in the HKSAR to combat transborder crime and corruption. Chapter 4 elaborates on 
how the postcolonial state in Macao enhances its insulated autonomy in relation to 
organized crime. In Chapter 5 the development of espionage and terrorism in Greater 
China is investigated, and Chapter 6 provides an analysis of cooperation between the 
governments of the PRC mainland, Hong Kong, Macao, and Taiwan in their joint battle 
against cross-border crime. The book concludes with a summary of the findings and 
sheds light on the study of transborder crime from the statist perspective. 


1 


Types and Patterns of Transborder 
Crime in Greater China 


Socioeconomic Interactions and Transborder Crime 


In the late 1980s, human interaction between Taiwan and mainland China increased 
rapidly. In 1988, 450,000 Taiwanese visited China, and by a year later the number had 
grown to 550,000.' At the same time, the number of telephone calls made by Fujianese 
to Taiwan jumped from 130,000 to 450,000. Enhanced socioeconomic interactions 
continued throughout the 1990s. By 2003, 32 percent of all overseas telephone calls 
(10 billion of 31 billion minutes) from Taiwan were made to individuals in the People’s 
Republic of China (PRC).’ Eight percent of overseas calls were made to Hong Kong 
and Macao. 

The number of Taiwanese who had visited the PRC rose sharply, from 437,700 in 
1988 to 14,666,670 in 1998 and to 26,993,368 in October 2002.* The figure grew by 
leaps and bounds throughout the 1990s. The increase in travel from the mainland to 
Taiwan was less dramatic. The number of mainland Chinese who visited Taiwan in- 
creased from only 381 in 1988 to 342,468 in 1998, and to 828,235 in October 2002. 

The upsurge in human interaction between Taiwan and the PRC contributed im- 
mensely to cross-border economic integration. Taiwan’s investment in the PRC has 
increased rapidly in the twenty-first century. In the first four months of 2006, Taiwan’s 
investment in mainland China reached US$2.15 billion, which was 47 percent higher 
than the investment for the same period in 2005.‘ During the first four months of 2006, 
the Investment Commission of the Taiwan Ministry of Economic Affairs approved 
312 mainland-bound investment projects. Most of the outbound investment in the 
PRC spanned industries such as finance, insurance, electronic parts manufacturing, 
and retailing. Taiwan’s banks recorded a total of US$3.3 billion in foreign exchange 
transactions related to imports from China during this period, a 60 percent increase 
compared with the period from January to April in 2005.° Taiwan’s trade-related for- 
eign exchange cash remittances to the PRC through banks totaled US$38.25 billion, 
an increase of 51 percent over early 2005. In the first 10 months of 2006, Taiwan’s 
banks remitted US$1.021 trillion to the PRC, a staggering fourfold increase compared 
with the same period in 2005.° 

In January 2001, the Chinese government established the so-called Three Small 
Links—direct trade, transportation, and postal communication—between mainland 
China and Taiwan. This signaled an end to the ban on direct transport and trade that 
existed between Beijing and Taipei. However, bilateral transport and trade were con- 
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fined to the offshore islands of Kinmen and Matsu until the victory of the Kuomintang 
(KMT) presidential candidate Ma Ying-jeou in the March 2008 Taiwan presidential 
election.’ Before President Ma decided to enhance Taipei-Beijing relations in the 
areas of aviation, trade, and tourism, some Taiwan politicians had already hoped for 
a closer relationship between the two regions. In February 2001, a 63-member Kin- 
men delegation led by New Party legislator Lee Chu-feng was able for the first time 
to travel directly to Xiamen, urging the Taiwan government to allow local Kinmen 
authorities to sign exchange accords with Xiamen.* However, the Taiwan government’s 
Mainland Affairs Council rejected any unofficial pact between Matsu and Xiamen. 
The establishment of the Three Small Links also prompted thousands of Kinmen 
residents to attempt to visit Xiamen, but their applications were on hold until May 20, 
2008, when relations between Taiwan and mainland China took a turn for the better 
after President Ma delivered his inaugural address, which called for a peaceful era 
between Taipei and Beijing. 

Prior to the establishment of the Three Small Links, many mainland Chinese traveled 
illegally from Fujian to Taiwan. They viewed Taiwan as a place where they could get 
rich quickly. In April 1999, a poor villager in Fujian named Lin Wanbiao paid 3,000 
yuan to a mainland Chinese “snakehead,” or an organizer of a human-trafficking syn- 
dicate, to smuggle him into Taiwan. Lin’s family promised the smuggler an additional 
8,000 yuan after the successful operation.’ The Taiwan police arrested Lin and 15 other 
young Chinese. The number of illegal immigrants captured by Taiwan reached a high 
of 5,944 in 1993. By 1997 it had fallen to 1,177. As long as some mainland Chinese 
perceive Taiwan as a capitalist “paradise,” illegal immigration will not cease. 

From the Taiwan government’s perspective, cross-strait exchanges could have 
“negative impact on Taiwan’s public order.”’'® Between January 1987 and April 2003, 
45,000 illegal immigrants from the mainland were arrested and detained in Taiwan. 
Some of them worked illegally in Taiwan or overstayed their visas. Moreover, “many 
others have engaged in smuggling (especially of drugs, firearms, and agricultural 
products), participated in organized crime, and in other ways posed a threat to law and 
order in Taiwan.””'! Despite the rise in cross-border crime, the door between mainland 
China and Taiwan can no longer be closed. Direct links between Kinmen and Quanzhou 
were established in June 2006, when a steamship carrying 250 passengers marked the 
creation of a “small link” between the two cities.’ 

Mainlanders’ visits to Hong Kong reached a watershed in July 2003, when the PRC’s 
Public Security Bureau (PSB) first allowed residents in some cities in Guangdong 
province, such as Dongguan, Foshan, Zhongshan, and Jiangmen, to apply for two-way 
permits to visit the HKSAR." In August, those in other cities, such as Guangzhou, 
Shenzhen, Zhuhai, and Huizhou, enjoyed the fruits of the new policy. Shanghai and 
Beijing residents began to benefit from individual visits on September 1, 2003. In Octo- 
ber 2003, the Guangdong PSB announced that all the residents in Guangdong province 
would be able to apply for visits to Hong Kong beginning in May 2004.'* The Hong 
Kong tourist sector responded favorably, anticipating 10 million mainland visitors per 
year and thus stimulating the growth of the retail, hotel, and catering sectors. 
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PRC state officials were concerned about the effect that individual visits would 
have on law and order in Hong Kong. While the Hong Kong leaders envisioned a 
rejuvenation of the economy from tourism, the PRC State Council’s Hong Kong and 
Macao Affairs Office (HKMAO) expressed apprehension about the capability of the 
HKSAR disciplinary forces, including the customs office, to handle a rapid increase 
in the number of visitors.'* The HKMAO foresaw an increase in crime in Hong Kong. 
Nonetheless, the HKSAR secretary for security, Ambrose Lee, insisted that the Hong 
Kong government was capable of coping with the “human tide” from the mainland. 
In spite of these assurances, in June 2004 Chief Executive Tung Chee-hwa revealed 
that PRC Premier Wen Jiabao was concerned that the extension of freelance visits 
from nine mainland cities, including Xiamen, Nanjing, Suzhou, and Hangzhou, would 
have negative consequences on law and order in Hong Kong.'® 

In addition to an increase in cross-border crime, mainland visitors to Hong Kong 
were targeted by criminals. Two million mainlanders visited Hong Kong in 2002, and 
the number swelled to 8 million in 2003. All visitors arrived in Hong Kong carrying 
cash.'’ Dick Lee Ming-kwai, the former police commissioner, said, “Most of them 
came to Hong Kong to spend money. To the [Hong Kong] criminal syndicates, they 
were like portable automatic teller machines.”'* Some unscrupulous tour guides col- 
laborated with shopkeepers to cheat the mainland tourists, whose complaints to the 
Consumer Council increased sharply, from 519 cases in 2002 to 728 cases in 2003.” 
In response to the complaints from mainlanders, the Legislative Council toyed with 
the idea of penalizing shops and tour guides, including the possibility of revoking 
their licenses. 

Dick Lee warned that the implementation of the Closer Economic Partnership Ar- 
rangement (CEPA) would lead to an increase in commercial crime.”° In preparation 
for this, the police merged the financial investigation units of the Narcotics Bureau 
with the Organized Crime and Triad Bureau. The number of suspected transaction 
reports increased by about 35 percent, to 6,017 in the first six months of 2003-2004, 
compared with 4,400 during the same period in the previous year. Secretary Ambrose 
Lee maintained that Hong Kong would remain a safe place despite the territory’s rising 
crime rate in 2003. Figures showed that there was a 16.5 percent jump in the overall 
crime rate, fueled by a rise in pickpocketing.*! In 2002 the number of mainlanders 
arrested for crimes committed in Hong Kong surged 14.1 percent, most of whom were 
involved in theft. Echoing Ambrose Lee, Dick Lee stressed that only 2,123 of the 8.4 
million mainland visitors to Hong Kong in 2003 committed crimes.” Despite the fact 
that some police officers at the grassroots level held the view that freelance visits to 
the HKSAR did present problems for law and order,” their superiors toed the line 
drawn by the Hong Kong leadership and put the emphasis on the low crime rate among 
mainland visitors. While most mainland visitors did not commit cross-border crimes, 
the fact remained that cross-border crime involved more mainlanders than before. 

To cope with lawbreakers from the mainland, the Hong Kong Immigration Depart- 
ment in 2003 rejected more than 10,000 applications for two-way business permits, 
which represented an increase of 349 percent over 2002.** Although Director of Im- 
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migration Lai Tung-kwok said the majority of mainland tourists were law-abiding, 
12,124 crimes were committed by mainlanders in the first nine months of 2003, with 
half the offenders entering the HKSAR on business permits. The number of arrests 
of illegal workers from the mainland increased from 1,835 in 2000 to 2,210 in 2001 
and then to 3,536 during the first nine months of 2003. More than 18,000 applications 
for business permits made by mainland visitors were rejected in 2003. All applicants 
were required to provide letters from their mainland employers as well as from the 
Hong Kong firms with which they conducted business. The Immigration Department 
found that some business people entered the HKSAR using fake company names. 
The maximum penalty for employers hiring illegal workers in 2008 was a fine of 
HK$350,000 and/or three years’ imprisonment. Legislative Councilor Andrew To said 
it was difficult for mainlanders to acquire business permits. But after they obtained 
permits mainlanders could stay in the HKSAR for three months, during which time 
some of them participated in criminal activities. Councilor To also remarked that 
mainlanders could always obtain business permits through corrupt means. In spite of 
the fact that some mainlanders sneaked into the HKSAR for illegal purposes, criticism 
of mainlanders’ visits was unpopular. It was considered politically correct to support 
mainlanders’ visits to Hong Kong due to the positive effect on the local economy. 

Although the mainland visits to Hong Kong did not lead to an increase in the 
territory’s crime rate, more criminal offenses were committed by mainland Chinese 
than had been the case before. From January to May 2004, 931 mainland visitors 
were charged with criminal offenses. This represented an increase of 10 percent in 
mainlander-initiated crime, compared with the same period in 2003.*° Most of the 
criminal activities engaged in by mainland Chinese involved shoplifting and the use 
of counterfeit travel documents. Nevertheless, figures released by the Fight Crime 
Committee arguably revealed only a partial picture, as mainland Chinese involved in 
prostitution and kidnapping were excluded from the analysis. 

After massive protests on July 1, 2003, the PRC government allowed mainland 
Chinese enterprises to invest in Hong Kong’s stock market. The end result was a surge 
in the Hong Kong Stock Exchange and a corresponding increase in public confidence 
in the territory’s economic prosperity. The improvement in public confidence could, 
from the PRC perspective, rescue the fragile legitimacy of the Tung government. 
Since August 2003, many mainland enterprises have been listed on the Hong Kong 
Stock Exchange. It is an “open secret” that these mainland corporations engage in 
speculative activities in Hong Kong, trying to reap quick profits before the HKSAR 
becomes a de facto offshore center for renminbi exchange.”° 

The Hong Kong government hoped that the central government would relax the 
amount of money that mainland visitors could bring into the HKSAR, as a more 
liberalized monetary policy would benefit the local economy. The secretary for eco- 
nomic development and labor, Stephen Ip, said a liberalized policy would stimulate 
the spending of mainland visitors, thus assisting in the growth of the retail, restaurant, 
and catering sectors. Many mainlanders have become “big spenders” in the HKSAR. 
In one instance, a mainland visitor used HK $2 million to buy jewelry.”’ Another trader 
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from Guangzhou emphasized that the consumer goods in the HKSAR were relatively 
cheap and had better quality than those made in mainland China. Some mainlanders 
looked for the latest models of Gucci handbags, whereas others snapped up platinum 
mobile phones. As one commentator observed, “One reason for their spending spree is 
that Hong Kong offers a greater variety of cheaper [and] newer goods than the main- 
land. They also find the packaging exquisite and the service outstanding.””* Not all the 
mainland visitors are big spenders, however. Many of those who bought luxury goods 
in the HKSAR lived in the congested and shady apartments in Shumshuipo district.” 
Since the mainlanders helped to revive the HKSAR economy, the postcolonial state 
sensed the urgency of supporting a more relaxed policy toward the amount of cash 
they could carry into Hong Kong. 

As in Hong Kong, Macao’s economic integration with the motherland accelerated 
after its retrocession to the PRC on December 20, 1999. Beijing’s relaxed policy 
toward mainlanders’ visits to Macao was driven solely by economic considerations 
because of the high degree of legitimacy of the Edmund Ho Hau-wah administration. 
Unlike Chief Executive Tung, Ho won the overwhelming support of the Macao people. 
The policy of mainlanders’ visits to Macao was aimed at stimulating the enclave’s 
economic prosperity. The Gongbei border checkpoints were expanded with the 2006 
installation of 24 machines that recorded and checked individual identities. From 
January to April 2006, 5 million travelers used these identification machines at the 
border between Macao and China.*° During the Easter holidays in 2006, about 900,000 
travelers crossed the border into Macao. Cross-border crime in Macao accompanied 
the upsurge in visitors from the motherland, including the emergence of counterfeit 
MOP$1,000 notes, the birth of mainland gangs that deceived elderly Macao residents 
to buy “effective” Chinese medicine, the widespread phenomenon of theft on public 
transport, and the increase in robberies.*' All these phenomena were attributed to the 
mainlanders’ visits to Macao.” 

Despite the increase in cross-border crime, the Macao government continued to 
emphasize the economic benefits of integration in the territory. From July to De- 
cember 2003, when the policy allowing more mainlanders to enter Macao was first 
implemented, 600,000 mainland Chinese visited the MSAR.* In 2004, 3.51 million 
mainland Chinese visited Macao, and the number rose to 5.33 million in 2005. By June 
2006, 11 million Chinese from 44 cities had visited Macao. Economically, mainland 
tourists spent MOP$385 billion in the MSAR.™ It was understandable for the Macao 
policy makers to view the unprecedented human interaction between the PRC and the 
MSAR as having more positive than negative impact. 

At present the PRC has not established governmental relations with Taiwan, but in- 
teraction between citizens of Macao and Taiwan continues to intensify. Many Taiwanese 
have invested in Macao and make use of the territory as a transit point for them to visit 
the PRC. In 2005, 1.48 million people traveled between Taiwan and Macao, an increase 
of 13 percent over 2004.*° Seventy percent of the air passengers who arrived in Macao 
in 2005 came from Taiwan. Bilateral trade between Taiwan and Macao in 2005 totaled 
MOP$27 billion, taking fourth place in Macao’s external trade. The socioeconomic 
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interaction between the PRC, Taiwan, Hong Kong, and Macao since the 1990s have created 
a window of opportunity for individuals and criminal organizations to enrich themselves 
through various illegal means. 


Art Crime 


According to He Shuzhong, the director of Cultural Heritage Watch, a nongovern- 
mental Chinese organization that works to increase public concern about Chinese 
cultural heritage, the illicit excavation of and trafficking in Chinese antiquities are 
serious problems.** In 1982, the PRC government enacted the Law on the Protection 
of Cultural Relics, which was amended in 1988 and again in 1991. Melvin Soudijn and 
Edgar Tijhuis have noted that the “looting and smuggling of antiquities is categorized 
as organized crime and cross-border crime in the Chinese Penal Code.’*’ However, 
Hong Kong’s relatively liberal art trade allows almost all antiquities to pass through 
the HKSAR market. After relics reach Hong Kong, they can be exported freely as long 
as they are not believed to be stolen.*® Thus stolen antiques have had their ownership 
altered prior to their arrival at the HKSAR, where further transactions mask their 
origins. Compounding the hidden process of illicit antiquities trade is the persistence 
of bureaucratic corruption in China, where local officials negotiate and collaborate 
with smugglers. Museum experts point to the “porous border” in Greater China as a 
factor in making the PRC “a center for questionable sales on the international antiq- 
uities market.”*’ In 1998, a 2,000-year-old, four-foot-tall candelabrum that had been 
smuggled out of the Three Gorges Dam in the Yangtze River Valley was auctioned for 
US$2.5 million in New York. In the 1990s a wave of antiquities smuggling occurred, 
as plunderers of excavation sites sold stolen goods to dealers and diplomats, who then 
smuggled the relics out of the PRC. According to the State Bureau of Cultural Relics 
and the Ministry of Public Security, Chinese organized crime groups were involved in 
the smuggling process. Brochures showing photographs of stolen statues were given 
to prospective buyers. After a buyer was found, the stolen figures were smuggled out 
of mainland China.” 

Hong Kong and Macao can be viewed as “transit states” that smuggle Chinese 
cultural property to the outside world.*' The smuggling route that goes through 
Guangdong, Hong Kong, and Macao is “historically the most common; relics arrive 
on small cargo boats, fishing boats, trucks, by individual courier, planes, and in ship- 
ping containers.’ In the late 1990s, the antiquities trading shops on Hollywood Road 
in the HKSAR perceived a shrinking supply. This was the result of the thieves in the 
PRC exhausting the number of graves to be excavated.’ The smuggling syndicates and 
their kingpins found it safer to open antiques shops in Hong Kong. In Macao, which 
was under Portuguese rule, more sensitive and precious cultural relics were smuggled 
out of China through the Portuguese enclave, where corrupt officials were alleged to 
be “less clean and efficient” than their counterparts in Hong Kong.“ Although some 
Macao officials believe that the smuggling of art products is under control, there is 
no evidence to prove this assertion. 
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Smugglers transported Chinese relics from the mainland to a number of locations 
for auction, including Hong Kong. In 2000, three bronze animal heads were auctioned 
in April and May 2000 by Christie’s and Sotheby’s auction houses in Hong Kong.” 
The three bronzes included an ox head, a monkey head, and a tiger head that were part 
of the twelve bronze animal statues originally attached to a fountain in garden of the 
Yuanmingyuan (“Garden of Gardens,” known as the “Old Summer Palace’). During 
the second Opium War in 1860, Anglo-French allies ransacked the garden and took 
the treasures out of China. When the British auction houses intended to sell the animal 
heads in the HKSAR, their action was tantamount to a national affront of the PRC 
government, which directed the Bureau of Cultural Relics to urge the two companies 
to terminate the auctions and return the treasures to China. The Poly Group, a large 
Beijing enterprise and an arms-trading wing of the People’s Liberation Army, bought 
the three bronzes in the HKSAR for HK$30 million. In May 2003, the Hong Kong 
police investigated whether Chinese antiquities referred to as “imperial devolutions, 
Buddhist treasures for the Qianlong court” that were sold by Christie’s auction house, 
had been previously stolen.” Twenty of the 49 lots auctioned by Christie’s Hong Kong 
branch were examined by the police, including an eighteenth-century enameled Bud- 
dha statue that sold for HK$1.3 million. Although Beijing reportedly sent a directive 
to the HKSAR government that it should halt the auction, the latter refused to do so 
because public auctions of antiquities are considered commercial activities.** When 
the Poly Group bought back all the looted animal heads from Hong Kong and the 
United States, Macao’s casino tycoon Stanley Ho generously gave donations to the 
Poly Group to enable it to recover other Chinese treasures.” 

The implementation of the policy that encouraged visits by individual mainland- 
ers to the HKSAR in July 2003 stimulated many mainland buyers to search for all 
varieties of antiques in Hong Kong. The policy provided mainlanders who commit art 
crime with opportunities to change ownership of counterfeit products through transac- 
tions in the HKSAR.” An antiques trader from Shanghai remarked that the variety 
of antiques in the mainland was no match for that in Hong Kong. Antiques shops in 
the HKSAR have been much more successful since the introduction of mainland- 
ers’ visits to the territory in July 2003. However, an unintended consequence is that 
transactions involving smuggled cultural relics have been facilitated. The widespread 
perception is that the antiques trade in Hong Kong and Macao is a commercial activity 
with which the government should not interfere. This lack of government regulation 
makes transborder art crime easier to hide. 


Car-Crashing Syndicates, Highway Robberies, Murders, 
and Assassinations 


In South China, car-crashing syndicates are commonplace, characterized by a few 
gangsters who are deliberately involved in car accidents and who intimidated the 
Hong Kong and Taiwan drivers to pay for monetary compensation immediately. 
Car-crashing syndicates can be characterized as transborder crime because, although 
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their members do not need to cross the Chinese border, they target Hong Kong citi- 
zens who visit the mainland. Many Hong Kong container truck drivers complain that 
highway robbery and intimidation by car-crashing syndicates are a serious problem in 
Shenzhen, Dongguan, and Huanggang.”*' One truck driver revealed that a car-crashing 
gang had used a PLA license.” In early 2006, a Hong Kong actress and member of 
the National People’s Congress, Lisa Wong, had her automobile targeted by a car- 
crashing syndicate in Shenzhen, where she had gone to golf. Fortunately, her driver 
evaded pursuit. Due to Wong’s political status there were high-profile media reports 
on the incident in Hong Kong that led the mainland police to crack down on car- 
crashing syndicates and highway robbery. In spite of this, in May of the same year 
a Taiwan businessman was murdered by a car-crashing syndicate™ and a luxurious 
Japanese car driven by a rich Taiwan businessman was targeted twice. Car-crashing 
syndicates took a turn for the worse in South China later that year, victimizing people 
from Taiwan and Hong Kong. 

Domestic and cross-border robberies in South China have taken the lives of several 
Taiwan and Hong Kong citizens. As early as March 1994, PLA troops were involved in 
the robbery and murder of a group of Taiwanese tourists on Qiandao Lake in Zhejiang 
province.* Although the PRC denied that PLA soldiers were involved in the incident, 
Taiwan sources insisted otherwise. In May 2004, armed pirates intruded in Hong 
Kong waters and robbed a mainland cargo ship. After the ship, which was loaded with 
computer parts and monitors, was robbed, the pirates threw crew members into the 
sea and escaped to the mainland waters.* In 2005 and 2006, three murders involving 
mainland gangsters who kidnapped and killed three Taiwan businessmen took place 
in Dongguan. The incidents were highlighted by the Taiwan and Hong Kong press. 

Cross-border robberies emerged as a prominent problem in Hong Kong and Macao 
during the 1990s. Only 33 armed robberies were reported in the British enclave in 
1989; the figure leaped to 66 in 1990 and 46 in both 1991 and 1992.°° The deteriorat- 
ing situation in Hong Kong was caused by the smuggling of weapons from the PRC 
and the proliferation of gangsters from Hong Kong and mainland China. The number 
of armed robberies fell to eight in 1995. That same year, a jetfoil called the Dong- 
xing carrying HK$10 million from the Bank of China in Macao to Hong Kong was 
robbed by a group of gangsters composed of mainland and Macao Chinese. One of 
the organizers was arrested in Macao and was sentenced to 20 years’ imprisonment. 
His two accomplices were arrested in the PRC and executed. In December 1996, 
Chan Kui Qing, who was suspected of being involved in the Dongxing robbery, was 
extradited to Macao, where he was charged with piracy. The Dongxing case illustrated 
the success of Sino-Macanese collaboration to combat transborder armed robbery, in 
particular marine piracy. 

Transborder assassinations occasionally surfaced in Macao and Hong Kong. Before 
the Macao retrocession to China in December 1999, some Portuguese officials who 
were determined to fight organized crime became the targets of assassination. In 1996, 
the triads—criminal organizations participating in illicit activities—attempted to as- 
sassinate a senior official, Manuel Antonio Apolinario, the head of police intelligence, 
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for proposing stricter security in Macao’s casinos. Apolinario miraculously survived, 
although he was shot twice in the head at close range.*’ In March 1996, an official of 
the gambling inspectorate, Francisco Amaral, was killed by a gunman. Amaral was 
described as “a good, clean inspector” who had served the gambling inspectorate for 
22 years. A Portuguese court judge fled Macao for Portugal to escape the threat of 
assassination. In December 2002, a hit man entered the Luk Yu teahouse on Hong 
Kong island and gunned down a businessman named Harry Lam.* The gunman 
escaped to the PRC through Macao, but the mainland authorities later arrested him. 
The Hong Kong police found that the hit man was a former mainland Chinese soldier 
recruited by a Hong Kong citizen to assassinate Lam because of personal animosity 
and business disputes. 

In 2003, a large-scale kidnapping syndicate composed of Hong Kong residents and 
mainland Chinese culminated in a series of cross-border kidnappings. In October of 
that year a Hong Kong businessman fled to the mainland to avoid punishment for his 
involvement in the assassination of his former business partner in Lok Ma Chau.” 
The Hong Kong police immediately informed the Guangdong police of the suspect’s 
whereabouts and he was arrested on the mainland. It was revealed that the assassinated 
businessman and accomplices had planned a kidnapping operation. The kidnappers 
had smuggled guns and ammunition from the mainland to implement their plans in 
the HKSAR. After the ransom was collected, the businessman’s distribution of the 
money was seen as unfair. One of his accomplices decided to kill him.” This incident 
demonstrates the complexity of cross-border crime in which the planning and execution 
took place in Hong Kong and the ammunition and weapons were imported from the 
mainland. In the end, the downfall of the gang was caused by simple rivalry. 


Cross-Border Begging 


After restrictions on mainlander visits to Hong Kong were relaxed in July 2003, cross- 
border beggars became far more visible and prominent in the HKSAR. Five members 
of one family dressed in ragged clothes and begged on the streets of Hong Kong. 
By using ninety-day two-way permits that had been arranged by a crime syndicate, 
they became cross-border “professional beggars.”®' In 2002, 133 mainland Chinese 
were arrested for begging in the HKSAR. With the expansion of mainlanders’ visits, 
the number of professional beggars increased to 290. In January and February 2004 
alone, the figure skyrocketed to ninety and was already one-third of the total number 
in 2003.° After the police caught the mainland beggars, they were penalized with a 
fine of HK$500 each, jailed for a month, and then deported to China. Mainlanders 
who pretend to be beggars in Hong Kong can earn a lot of money in a short period. 
One gang of 30 members had 25 people acting as beggars. The nightly income for 
each of them was about HK$500, and the beggar “master” received 20 percent of 
the proceeds.* Given that the gang members worked diligently every day for the 90 
days they were allowed to stay in Hong Kong, the entire gang made HK$225,000 in 
three months. Organizing three teams per year, the beggar “master” had an income 
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of HK$1 million. Other examples are a four-member begging syndicate that hired ten 
people from Hunan province as professional beggars in the HKSAR and a group that 
was led by a mastermind from Anhui province who earned HK$1 million annually by 
mobilizing mainlanders to beg on the streets of the Causeway Bay district.“ In March 
2004, the police and the Immigration Department arrested five mainland men and 
women, all holding two-way permits, for panhandling in “black spots” (areas where 
the presence of professional beggars is common) such as the Central, Wanchai, and 
Tsimshatsui districts.* On average, 60 percent of the arrested beggars were returned 
to the PRC without being charged. Police inspector Chu Hon-keung admitted that 
cross-border begging had become more serious: “In 1997, there were only about 1.5 
million mainland visitors coming to Hong Kong, the problem would worsen. The 
numbers will continue increasing with the implementation of the individual travel 
scheme.’ Cross-border begging is a lucrative business that has attracted many main- 
land Chinese to the HKSAR. 


Computer and Internet Crime 


In the HKSAR, the number of Internet crimes increased from 272 in 2002 to 588 in 
2003.° Most of these incidents involved hacking. Nevertheless, the director of crime 
and security for the police department, Chau Foo-cheong, claimed that the number of 
technology crimes in the HKSAR was still relatively “low” in 2003. The Hong Kong 
police have not revealed cross-border statistics on computer crime. PRC authorities 
were accused of tolerating electronic crimes that targeted German bank customers 
by sending them fake e-mails that requested their user names and passwords.” These 
so-called phishing attacks from the mainland were directed at the customers of Dres- 
dner and Sparkasse banks. Some customers became victims when their accounts were 
emptied after they revealed their personal data. 

Since 2003, a series of suspicious fraudulent Web sites have been found in the 
HKSAR: In June 2003, a suspected Internet fraud involving “Banquedenationale 
Bank” was uncovered. The fictitious bank claimed that it had offices in Hong Kong, 
New York, and London”; a Web site for East Asia Credit used a name similar to the 
East Asia Credit Company Limited, which was a subsidiary of the Bank of East Asia, 
Limited’! and claimed to have offices in Taiwan, Hong Kong, and Ireland; “Pacific 
Asian Bank” claimed that it opened offices in Samoa and Canada; the “Paramount 
Bank” announced branches in Hong Kong and London; a fraudulent Web site with the 
domain name www.dbshk.net offering banking and investment services;” the “Bank 
of Swisscredit” claimed to have established its head office in Zurich and branches in 
Hong Kong and Canada;” and in January 2004 the “First Atlantic Chartered Bank 
Limited” advertised its headquarters in the United Kingdom and banking services in 
China, Hong Kong, and Singapore. Since all these banks were not registered with the 
financial regulators concerned or authorized in Hong Kong, the Hong Kong Monetary 
Authority (HKMA) referred them to the police for investigation. 

In February 2004, the Macao Lottery Company uncovered a fake Web site suspected 
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of cheating on-line gamblers. The official Web site is www.macauslot.com, but the 
fraudulent Web site had the domain name www.macauslo.com. The fraudulent Web 
site claimed to be Macao Lottery Company’s partner in Southeast Asia and declared 
that gamblers could obtain “tips” from the Web site an hour prior to the inception of 
soccer matches. These tips cost HK$2,000 per match. However, bettors said that the 
tips usually appeared on the Web site only after the soccer matches ended. 

In March 2004, customers of the Hong Kong Hang Seng Bank received an 
e-mail that said: “All accounts that haven’t been reactivated will be placed on 
hold. To verify your account, please visit the Hang Seng Bank Limited Web site 
at...” and a fraudulent Web address was given.” The Hang Seng Bank quickly 
released a statement saying that it “has not sent out any such emails and would 
like to remind customers that it will never send an email asking them to provide 
their passwords or verify their accounts online.”’> The bank reported the case to 
the HKMA and the police for further investigation. In April 2004, the Hong Kong 
and Shanghai Banking Corporation (HSBC) Limited alerted its customers that 
the Web site www.hkebc.com replicated the HSBC’s personal financial services 
pages, requesting customer user identities and passwords.”° In August 2006, a Web 
site attempted to imitate the Heng Lung Bank was discovered. Fraudulent Web 
sites have emerged that target HKSAR monetary institutions.”” Although there is 
no concrete evidence to prove that these fraudulent Web sites entail cross-border 
operations, many of them have claimed to have offices in Greater China, including 
Hong Kong, Macao, and Taiwan. 

Computer crime in Greater China is intertwined with transborder prostitution. A 
number of Web sites were opened and managed by Hong Kong residents, some of 
whom were university graduates versatile in computer technology. These Web sites 
included man169, sex141, and best161.” Organizers of these Web sites provided a 
series of services such as sending a camera crew to take pictures of prostitutes and put- 
ting their pictures and advertisements on the Internet to lure clients from Hong Kong, 
Macao and Taiwan. These Internet criminals sometimes cooperated with mainland 
prostitution syndicates. Two organizers of sex141 were sentenced to eight months in 
prison for “relying on prostitutes for their income and survival.” They had reportedly 
earned HK$4 million per month from their prostitution Web site.” Use of such Web 
sites reached an apex in 2002 shortly after the Hong Kong police launched a massive 
antiprostitution campaign. Middle-class professionals knowledgeable in the use of 
computers filled the vacuum left by the campaign, which had temporarily smashed 
the triad operations and undermined their income. The computer-savvy profession- 
als created Web sites as rallying points around which the prostitution syndicates and 
triads could regroup. 

Hackers from mysterious places occasionally target the Web site of Taiwan’s Na- 
tional Defense Department. In 2005, hacker activity was revealed shortly after several 
Taiwan defense staff members had surfed the Internet, using departmental computers 
on which confidential documents were stored. To counter the attack from hackers, 
Taiwan’s defense authorities immediately instructed their subordinates to surf the 
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Internet using computers without any departmental documents. Given that the PRC 
and Taiwan are constantly entangled in espionage activities targeting each other, it 
was likely that the hackers originated from the mainland. In August 2006, e-mails 
with the subject lines “anti-Chen Shui-bian campaign,” “the treasures of one China 
two straits,” and “Taiwan’s new diplomatic thinking” were sent to department staff. 
In response, the defense authorities sent an emergency notice to all staff members, 
asking them not to open these e-mails. The hacker’s origin is unknown.*° 


Counterfeiting 


In July 2000, a mainland syndicate produced forged official documents and sold them 
for HK$1,500 each in Shenzhen.*' Individuals interested in buying a package that 
included a Hong Kong identity card and home-return permit could pay HK$2,500 
to the counterfeiting syndicate. Other bogus documents included Shenzhen identity 
cards and diplomas from mainland universities priced at HK$500 to HK$800 each. 
The counterfeiting syndicate contained three levels and operated like a corporate orga- 
nization, with a managing director, middle-level managers, and marketing employees. 
Customers included residents of Hong Kong who wanted to go to the mainland for 
prostitution services and mainlanders who planned to work in the HKSAR illegally. 
Some Hong Kong men who solicited prostitutes in the Pearl River Delta bought fake 
Hong Kong identity cards, which could be surrendered to mainland police if they were 
caught in anticrime campaigns. Fake identity cards have been seen by some Hong 
Kong men as a safety device for their licentious lifestyle in the mainland. 

Banks and their clients are often targets of counterfeiting activities. The HKMA 
issued a circular in May 2003 to all authorized institutions, emphasizing the need for 
vigilance against potential fraudulent cases that made use of fake e-mails and Web 
sites to trick bank customers into revealing sensitive account information. In 2003, 
fraud cases involving personal data stolen from automatic teller machines (ATMs) 
appeared. The HKMA announced that from September 2002 to September 2003 there 
were 29 cases of suspected ATM fraud totaling HK$1.2 million. It urged all the banks 
to take precautionary measures, such as upgrading and improving the ATM security 
designs, installing closed-circuit televisions, deploying security guards to patrol 
ATMs, and educating customers on the importance of protecting their bank cards and 
personal identity numbers. Since then, Hong Kong citizens have generally become 
more cautious in using the machines, which are now under constant surveillance by 
banks and security personnel. 

Criminal syndicates went so far as to attach digital cameras on ATMs to steal 
personal data from bank card holders. On discovering this, the HSBC issued internal 
guidelines urging all managers and staff members to determine whether surveillance 
cameras had been installed by criminal elements.” After the mass media highlighted 
this security gap, the citizens of Hong Kong became more vigilant in their use of 
ATMs. This has led to a reduction in ATM fraud. 

The cross-border effect of this type of ATM fraud was that Taiwanese criminals 
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copied the camera technique. In October 2003, a man was arrested on suspicion of 
participating in a high-tech crime syndicate with members from Hong Kong and 
Macao. At least 85 Taiwanese reported that their personal data had been stolen and 
monetary losses reached NT$9 million (approximately US$295,800). The Taiwanese 
police found that two crime syndicates composed of at least ten members withdrew 
deposits from victims during public holidays.™ 

Counterfeiting operations have also increased in recent years. In 2003, 250 coun- 
terfeit HK$500 banknotes were seized. In July of that year, Commercial Crime Bureau 
(CCB) officers smashed another counterfeit manufacturing and distribution syndicate, 
discovering 530 fake HK$100 banknotes and arresting seven people. In December 
2003, the CCB uncovered 69,000 finished and semifinished fake HK$10 coins in 
different areas. In January 2004, the Hong Kong police seized 3,000 counterfeit 
HK$500 banknotes that were meant for circulation in the PRC.** The counterfeiters 
involved a Hong Kong citizen, a mainland Chinese, and a Taiwanese—a three-person 
conspiracy that fits the definition of transnational organized crime delineated by the 
United Nations. According to the police, the seizure of the banknotes was the largest 
in recent years, an increase of 600 percent over 2003. Forty detectives from the CCB 
and the Regional Crime Unit in Kowloon West were deployed in the operation. Most 
of the fake banknotes used by cross-border criminal elements in Hong Kong were of 
the HK$100 denomination. Discovery of counterfeit Hong Kong banknotes increased 
slightly from 2005 to 2006. While a monthly average of 34 counterfeit HK$1,000 
banknotes appeared in 2005, the number rose to 170 counterfeit such notes in the first 
seven months of 2006.*° Some 4,000 counterfeit PRC banknotes were found from 
January to August 2005 and the same amount again in the first eight months of 2006. 
Most counterfeit Chinese banknotes were 50 yuan, indicating their popular use in 
Hong Kong after the relaxation of restrictions on mainlanders’ visits in mid-2003. In 
March 2007, counterfeit Hong Kong banknotes were found in both the HKSAR and 
Macao, fueling speculation that the high-quality counterfeit HK$1,000 might come 
from North Korea.*’ 

In March 2004, a Hong Kong man visiting Taiwan was arrested by the Taiwanese 
police for carrying 551 counterfeit credit cards with a total credit amount of HK$23.5 
million.** The suspect told Taiwan police officers that a Chinese in Shenzhen had paid 
him HK$1,000 and provided him with a free air ticket to carry the cards to Taiwan. 
The mainland Chinese told him that someone on the Taiwanese side would take the 
credit cards from him upon his arrival in Taipei. There were 17 kinds of counterfeit 
credit cards from thirteen banks in Hong Kong. The Taiwan police believed that the 
crime syndicate involved organized crime elements in both mainland China and Tai- 
wan, and that they made use of the Taiwan presidential election in which voter bribery 
and money transactions are common as a golden opportunity to use the counterfeit 
credit cards. 

Forgeries of the new Hong Kong smart cards, which have been replacing the old 
identity cards and which store personal data such as fingerprints, were discovered 
in March 2004 when the HKSAR Immigration Department seized cards that were 
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obviously counterfeit due to their poor quality. The fake identity cards contained 
typographical errors (such as “date if issue’) and wrong colors and type fonts. The 
forged smart cards were discovered when some mainland Chinese used them when 
seeking jobs in Hong Kong’s construction sector. The immigration authorities did not 
find any criminal syndicate involved; but news reports pointed to the likelihood that 
crime syndicates were enmeshed in the production process.*® 

In June 2004, the police in Macao and Zhuhai broke up a 32-member organized 
crime syndicate that produced counterfeit Hong Kong and Macao identity cards, Hong 
Kong’s home-return permits, and Taiwan’s identity documents.” The three ringleaders 
were a Cantonese, a Fujianese, and a Macao citizen. The Macao ringleader collected 
stolen personal data of Macao residents that the mainland Chinese accomplices used 
to produce fake documents. The Zhuhai police discovered the syndicate’s attempt at 
providing the fake documents to the illegal mainland immigrants in Macao. About 
140 fake documents were circulated in Macao, each costing from MOP$1,600 to 
MOP$1,800. In June 2006, Zhuhai customs discovered a container full of counterfeit 
ink cartridges imitating Canon business products. The cartridges, which were worth 1 
million yuan, had been transported from Beijing to Zhuhai. Their intended destination 
was the United Arab Emirates. 


Triad Activities 


Triads from Hong Kong, Macao, and Taiwan infiltrated the mainland during the 1980s 
and 1990s. This intrusion coincided with the emergence of local triads on the main- 
land. Criminal groups loomed in the PRC in the 1980s, transforming themselves into 
“‘mafia-style” crime syndicates in the 1990s.°! Hong Kong triads such as 14K, Sun Yee 
On, and the Wo group gradually established their networks and power bases on the 
mainland, whereas Taiwan triads such as Bamboo United, Four Seas, and Tien Dao 
United grasped the golden opportunity of the PRC economic opening to enrich their 
profits by illegal means. A well-known boss of the Sun Yee On triad invested in the 
mainland film industry, acting in public like a legitimate businessman. Members of 
other Hong Kong, Macao, and Taiwan triads have cultivated friendships with corrupt 
local-level officials in the PRC, where saunas, nightclubs, and prostitution dens have 
blossomed like wildflowers—a phenomenon that would have been totally unimagi- 
nable in the Maoist era. Triads have become economic interest groups that infiltrate 
PRC society and politics at the local level. Disturbingly, some of the suspected Hong 
Kong triad bosses are politically courted by the PRC’s United Front Work Depart- 
ment, which bestows medals of honor and titles on the bosses and regards them as 
“patriotic” comrades.” 

In December 2000, the Guangdong PSB admitted that Taiwan triads had penetrated 
the province by opening “underground banks,” operating prostitution businesses, and 
engaging in kidnapping activities.*? In response to the PRC anticrime campaigns, 
Taiwan’s triad bosses escaped from Guangdong to Hunan and Henan provinces. Ac- 
cording to one Taiwan businessman in Guangdong, the Taiwan triads recruited young 
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members and taught them the rituals of Taiwan’s underworld. An underground bank 
that provided foreign exchange and remittance services to the Taiwan businesspeople 
in Guangzhou was led by a Taiwanese and five mainland Chinese. Underground banks 
persist in Guangdong and Fujian, providing services for Taiwanese businessmen and 
indispensable conduits for Taiwan triads to channel their money to secret accounts. 

In March 2001, the Hong Kong police disrupted the Shui Fong triad’s official cer- 
emony and arrested a hundred men in a raid on a floating casino in Victoria Harbor 
called the Jin Hu.™4 The triad members were attending a ceremony at which a new 
leader would be appointed. The Jin Hu was traveling from Hong Kong to interna- 
tional waters. If the casino cruise ship had reached its destination, the Hong Kong 
police could not have arrested the triad members. So the police took decisive action 
in Victoria Harbor and seized mobile phones, pagers, bank books, and costumes that 
were intended for use in the evening’s rituals. 

Triads also infiltrated Hong Kong’s entertainment industries. The prestigious movie 
star Stephen Chiau Sing-chi was viewed by the Court of Appeal in Canada as having a 
suspected relationship with a triad.*> Many movie stars and singers amass their fortunes 
through diligent performances in Hong Kong’s entertainment industries, but behind the 
scenes some of their companies are financed by the underworld. With the relocation 
of some Hong Kong triads and their bosses to the PRC, particularly the Pearl River 
Delta, it was inevitable that their tentacles would extend into the booming mainland 
entertainment, restaurant, and construction industries, where money laundering occurs 
behind “‘smokescreens” and under protective “umbrellas.” 

Many triad bosses have strong networks in Greater China. The late Leung Chung, 
a triad boss of the Hunan Gang who died of a heart attack in early 2004, was born in 
mainland China.” He left Guangzhou for Hong Kong in the 1970s. Joining a small triad 
named Tung Luen, Leung was imprisoned for five years for robbing jewelry shops. In 
1981, he married a daughter of a mainland cadre in Guangdong. Since then, he had 
become a successful businessman cultivating extensive guanxi (personal networks 
or connections with the mainland authorities and the underworld. Leung’s influence 
reached to some officers of the PLA and the Public Security Bureau. In the mid-1990s, 
Leung was disturbed about the violent clashes his subordinates had with other triads. 
Adopting a low profile, and managing hotel and restaurant business in Hong Kong and 
Macao, Leung became acquainted with some prestigious economic elites in the two 
cities. In 1999, the ICAC cooperated with the American and Russian law-enforcement 
agencies to uncover a money-laundering syndicate that involved Leung, who was 
then imprisoned until 2003. Leung strategically divorced his mainland wife and had 
his assets transferred to her and their three children in order to prevent his properties 
from being confiscated by the HKSAR authorities. His assets and career demonstrated 
how Hong Kong triad members forged close relationships with mainland officials and 
Hong Kong and Macao notables. 

Cross-border triad activities involve the use of triad members to intimidate opponents 
in Hong Kong, including lawyers, media professionals, and democrats (democratic 
activists). In 1996, media professional Leung Tin-wai was mysteriously and cruelly 
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stabbed by attackers. A similar assault took place in 1998, when radio host Albert 
Cheng King-hon was seriously injured. Those responsible for the stabbings of Leung 
and Cheng are still at large, and it is unknown whether their assailants were from 
Hong Kong or the mainland. Another outrageous attack took place in August 2006, 
when Democratic Party leader Albert Ho Chun-yan was severely beaten by gangsters 
wielding baseball bats.”’ As a lawyer imbued with a strong sense of justice, and who 
frequently dealt with sensitive court cases, Ho refused to name any possible suspects 
who might have been involved in the triad attack. Nevertheless, an editorial implied 
that his involvement in a court case between Winnie Ho and Stanley Ho might have 
been one of the factors leading to the triad attacks.?* While Albert Ho was enmeshed 
in a number of court cases that antagonized triad bosses, the assailants who attacked 
him escaped to Macao. Casino tycoon Stanley Ho publicly denied that he and his 
subordinates were involved in the Albert Ho incident.” In fact, Albert Ho antagonized 
some rural people who opposed his remarks on the HKSAR government’s land policy 
in the New Territories. The rural people mobilized a group that brought a coffin to his 
office in May 2006.' Regardless of whether the attack on Ho originated from Macao 
or the New Territories, the assailants used Macao as a transit point for escape. Albert 
Ho’s attackers were eventually arrested and sentenced in February 2007 to four years 
and eight months, but the judge remarked that the event was clearly organized by a 
mastermind whose identity remained hidden.'*! 

Critics of the Hong Kong police argue that the situation in the HKSAR is “similar 
to Shanghai in the 1940s” because elected officials are frequently intimidated and 
mysteriously attacked.'” Objectively speaking, while the HKSAR is different from 
Shanghai in the 1940s, when the Green Gang formed a governing alliance with the 
KMT, the constant attacks on Hong Kong’s elected officials, especially those who 
are pro-democracy, demonstrate that some triads are determined to challenge police 
legitimacy. While the police are generally effective at maintaining law and order in 
the HKSAR, they find it difficult to investigate mysterious attacks on elected offi- 
cials.'° This duality reflects hidden triad influence on the postcolonial state in Hong 
Kong. Some public figures are suspected triad bosses who do not necessarily know 
that their subordinates intimidate opponents, including the elected representatives.'“ 
Cross-border triad intimidation of the people’s representatives is a dark side of life 
in Hong Kong. 


Drug Trafficking and Loan Sharking 


Some Taiwanese have exploited the closer relationship between Taiwan and mainland 
China by engaging in drug trafficking through Kinmen and Xiamen. In May 2002, 
the Kinmen police cracked down on a heroin-smuggling syndicate.'® In July 2003, 
two men suspected of smuggling pure-grade heroin from the PRC into Taiwan via 
Kinmen were arrested in Kaohsiung.’ The Ministry of Justice’s Investigation Bureau 
seized 14 heroin bricks and arrested Yang Chung-hsin, the drug-trafficking syndicate’s 
mastermind. Yang took advantage of the direct shipping links between Kinmen and 
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Xiamen to smuggle contraband drugs. Another incident involving three Taiwanese who 
smuggled heroin from Cambodia to Hong Kong was revealed in May 2006 when their 
attempt was foiled by the Cambodian police. In July 2006, the Malaysian authorities 
destroyed an international drug syndicate and arrested 21 people, including individu- 
als from Taiwan and Hong Kong, who attempted to transfer US$3.8 million worth of 
the drug ecstasy and crystal meth tablets from a factory in Malaysia to Hong Kong, 
Japan, and Australia. In August 2006, three Taiwanese were arrested in the Philippines 
for alleged possession of methamphetamine hydrochloride.'’ Their luggage carried 
10 kilos of the drug as they were departing Manila for Macao. Both Hong Kong and 
Macao have become transit points or destinations for Taiwanese drug traffickers. 

Cross-border drug trafficking in mainland China is usually orchestrated by Hong 
Kong criminal elements who, according to the PRC police, act as both organizers and 
mentors.'°’ Mainland Chinese are the subordinates and accomplices of Hong Kong’s 
drug trafficking syndicates. In December 2004, the Shenzhen police destroyed a drug 
syndicate led by a Hong Kong man and two Africans, who had smuggled heroin from 
Afghanistan and Thailand into China by air.'” The drug syndicate acquired the assis- 
tance of mainland Chinese to sell the heroin to PRC and Hong Kong crime rings. In 
2005, drug addicts in the PRC numbered 45,000 and the police arrested 46,400 people 
involved in the use and trafficking of drugs. In Hong Kong and mainland China, drug 
addicts have widely used methamphetamine and ecstasy pills. Drug abuse has become 
a more serious problem in Greater China than ever before due to the use of these 
drugs by young people in China, Hong Kong, Macao, and Taiwan. In Hong Kong in 
the late 1990s, triads began using schoolboys to sell drugs and counterfeit videos. In 
March 2001, the police arrested 11 schoolboys for selling and delivering drugs, which 
included ketamine and ecstasy. The police had to send undercover agents to infiltrate 
the schools in order to collect intelligence on drug trafficking. 

In late 2006, the Hong Kong police detected a new pattern of drug trafficking. 
Africans were recruited by drug trafficking syndicates to carry drugs concealed inside 
their bodies, clothes, and luggage from Iran to Guangzhou, Beijing, and Hong Kong 
through Bangkok and Xinjiang province.''? Some African tourists and businesspeople 
in Guangzhou were used as conduits of drug traffickers from Iran. 

Due to the increase in the number of mainland and Hong Kong travelers, Macao 
has witnessed more cases of cross-border drug trafficking since 2003. In April 2006 
the Macao police arrested 20 mainland and Hong Kong Chinese who had overstayed 
in the territory and possessed illegal drugs.''! In Macao’s northern district, drug abuse 
is commonplace because heroin and other illegal drugs can be easily imported from 
Zhuhai. 

Cross-border loan sharking has also become prominent in Macao. Prior to 2003, loan 
sharking existed in Macao, but the participation of mainland gangs was not evident. 
In April 2006, a woman from Jiangsu province visited Macao, borrowed money from 
a Hunan gang to gamble in casinos, and was then beaten up by the gang for failing 
to repay the debt.''? She was locked up in an apartment for a month and had one of 
her fingers cut off by the gangsters. She managed to escape from the apartment and 
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reported to the Macao police. This was not an isolated incident. Another mainland 
Chinese from Hubei province was confined by a mainland loan-sharking syndicate 
after borrowing MOP$50,000. He managed to flee the Hubei gang, but its members 
remained at large. 

Meanwhile, the methods of loan-sharking operations gradually changed. In 2006, 
the Hong Kong police found that loan-sharking syndicates no longer used high interest 
rates to exploit the borrowers. Instead, they turned to the use of introductory, intermedi- 
ary, and management fees.''? To tackle the new mode of loan-sharking operation, the 
police discussed with the legal department the possibility of amending the legislation 
governing the illegality of loan-sharking syndicates. The changing pattern of loan- 
sharking operations necessitated a swift response from law enforcement authorities. 


Fraud 


Cross-border commercial crime is common in Hong Kong, Macao, and Taiwan. 
In July 2006, Ocean Grand Holdings and Ocean Grand Chemicals, which were 
characterized by mainland Chinese investment and management, suddenly filed for 
bankruptcy protection in Hong Kong.''* About 842 million yuan was missing from 
the bank accounts of their mainland subsidiaries, and the Ocean group failed to repay 
debts amounting to HK$261 million. The case led to an investigation by Hong Kong 
securities regulators and the police, who exchanged information with their mainland 
counterparts. The two mainland companies listed in Hong Kong were suspected of 
involvement with financial irregularities totaling 6 million yuan. As more mainland 
Chinese companies are listed in the Hong Kong Stock Exchange (HKSE), they em- 
phasize good guanxi with high-level officials in China and accumulate capital from 
Hong Kong residents. The chairman of Ocean Grand Holdings, Ip Kim-po, married 
a Hong Kong actress whose parents were “patriotic” participants in the anticolonial 
riots in Hong Kong in 1967. Ip, his wife, and her parents had good connections with 
the former chairman of the Chinese People’s Political Consultative Conference, Li 
Ruiruan.''® The problem facing the small shareholders of Ip’s company was that his 
guanxi had no direct bearing on the need for the management to observe administra- 
tive and financial propriety. 

The financial management of some mainland companies listed on Hong Kong’s stock 
market is still questionable. Mainland companies listed on the HKSE lure public investors 
by using skillful marketing, building a good image of a business with rosy prospects, 
emphasizing political connections, and relying on “friendly” commentators to heap praise 
on their performance and positively predict future developments.'!° Although the HKMA 
require commentators to declare their interest, many mainland companies accumulating 
capital on Hong Kong’s stock market are extremely vulnerable to cross-border fraud, 
as their largest shareholders and powerful managers might abandon business ethics for 
the sake of enriching themselves through illegal means. The personal factor in mainland 
companies listed on the HKSE is of paramount importance. 

As in Hong Kong, fraud in Macao persists. In December 2003, a crime syndicate 
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led by several Macao people opened an investment company in Sichuan, persuading 
mainland Chinese to engage in speculative activities in Hong Kong’s securities and 
stock markets.''’ After each of the 200 Chinese paid 15,000 yuan to the company as a 
guarantee and in the wake of a training course, the syndicate collected 2 million yuan 
from investors. Fifty members of the syndicate were arrested. Because more main- 
land companies are listed in the MSAR, commercial crime involving mainlanders is 
destined to be more serious than ever because of the temptation to employ unlawful 
means to achieve personal gain. 

The visits of mainlanders to the HKSAR have unintentionally magnified the cross- 
border impact of domestic fraud in mainland China. A tour group from Yunnan province 
arrived at the HKSAR in September 2003, but the mainland tour guide abandoned the 
group on the streets of Wanchai. The Shenzhen government’s tourism bureau appointed 
a former PLA officer in the HKSAR to look into the case. He discovered that the main- 
land tour guide had not even registered with the Shenzhen tourism bureau.''* Nor did 
the Yunnan travel agency have a valid license. As a result, the Hong Kong Tourism 
Board appealed to all tour companies in the HKSAR to verify whether their coopera- 
tive partners in the mainland were properly registered. In the Yunnan case, the travel 
agency in Hong Kong accepted the nonregistered Yunnan counterpart as a cooperative 
partner. The scandal made the Shenzhen municipal government and Yunnan provincial 
government determined to plug the administrative loopholes. In 2003, there were 528 
eligible mainland travel agencies handling tours to Hong Kong. A few of them were 
not registered with the mainland authorities. Some squeezed the mainland tourists 
by acquiring 60 percent of each visitor’s payment to the HKSAR travel agencies. In 
order to make up for their losses, the mainland agencies and Hong Kong tour guides 
coerced the tourists to buy expensive but fake products in designated shops in Hong 
Kong.'’’ In this way, the ramifications of domestic crime in the PRC were immediately 
felt in the HKSAR. In an attempt to plug the loopholes of fraudulent mainland travel 
agencies and cease the exploitative practices of others, the Guangzhou and Shanghai 
governments decided to monitor them properly. Cutthroat competitive prices among 
mainland travel agencies for visitors to Hong Kong were forbidden by the two mainland 
cities—a practice that would be followed by other mainland provinces. 

In March 2004, the Social Welfare Department of the HKSAR government in- 
vestigated two fraud complaints involving two families that had received financial 
support from the Comprehensive Social Security Assistance scheme.'”° However, the 
two families had actually possessed properties in the mainland and failed to report 
to welfare officials. To combat cross-border fraud involving new immigrants from 
China and Hong Kong residents who possess substantial assets in the mainland, the 
Social Welfare Department shared information with its PRC counterpart. A telephone 
hotline was also opened up for people in Hong Kong to expose cases of fraud involv- 
ing social welfare recipients. 

Moreover, some Hong Kong citizens cooperate with mainland Chinese to commit 
economic crime in the PRC. In April 2004, the Foshan police smashed a fraud syndi- 
cate and arrested two Hong Kong residents and three mainlanders posing as foreign 
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investors to offer loans to mainland businesspeople.'*! One businessman from Beijing 
did not have sufficient capital to invest in Foshan’s property market, so he approached 
the loan syndicate for assistance. The syndicate cheated the businessman by requiring 
him to pay 1.5 million yuan as a warranty. After the Beijing businessman paid the 
guarantee, members of the entire syndicate disappeared. Using a similar fraudulent 
technique, the syndicate tricked other victims out of more than 13 million yuan. 

In 2004, fraud concerning certain food products in the PRC became so serious that 
the HKSAR government took action to prevent them from being sold in Hong Kong. 
The HKSAR Food and Environmental Hygiene Department monitored mainland food 
products, such as peanuts, which were found to contain a dangerous level of fungal 
toxin.'?? Some crime syndicates produced milk powder with little or no nutritional 
value, allegedly causing malnutrition in numerous infants and causing about 13 deaths 
in Anhui province. The mainland authorities arrested 23 suspects in Anhui and seized 
more than 40,000 kilos of fake milk powder in Sichuan province in May 2004. The 
substandard milk powder did not affect Hong Kong, but it triggered the concern of 
the HKSAR government. The Hong Kong authorities discussed with the PRC General 
Administration of Quality Supervision, Inspection, and Quarantine the possibility of 
setting up a mechanism to ascertain the safety of food products exported to Hong 
Kong.'” Fraudulent food products as a potential cross-border economic crime have 
been under close surveillance by the HKSAR government, whose swift response also 
enhances the PRC administration’s alertness to the problem. 

Transborder fraud syndicates have proliferated in Hong Kong. In June 2006, 
the Hong Kong ICAC broke up a fraud syndicate that had hired mainland Chinese 
to swindle insurance fees out of Hong Kong citizens. Twenty-two Hong Kong and 
mainland Chinese were arrested by the ICAC, which found that they had formed a 
cartel to persuade individual mainlanders from poor villages to have their right eyes 
permanently disabled.'** Gu Zhiyuan, a 33-year-old unemployed former tractor opera- 
tor from the impoverished village of Heyuan in Guangdong province, participated in 
the conspiracy to defraud. In turn, he was promised HK$200,000 to HK $300,000.’ 
Gu and another mainlander whose right eye was deliberately made blind used Hong 
Kong identity cards to prove their residency and became accomplices in the cross- 
border insurance scam. The ICAC arrested a mainland medical practitioner, a Hong 
Kong doctor, and numerous insurance representatives. The syndicate arranged the 
illicit purchase of Hong Kong identity cards, the insurance coverage for the industrial 
accidents of mainland accomplices, and the hiring of two mainland Chinese villagers 
to deceive Hong Kong insurance agencies. It took advantage of the fact that insur- 
ance authorities normally did not compare the details of Hong Kong identity cards 
with the personal data of applicants. The fraud cartel succeeded in cheating local 
insurance agencies out of HK$8 million; the agencies had paid two Chinese claim- 
ants HK$300,000 and HK$200,000, respectively. The case revealed the conspiracy 
and cruelty of cross-border fraud involving both Hong Kong and mainland Chinese. 

Fraudulent Chinese medicine has become commonplace in both Hong Kong and 
Macao. In the northern part of the New Territories, in districts such as Tuen Mun and 
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Yuen Long, some “medicine gangs” often target older Hong Kong women, promot- 
ing traditional Chinese medicines that cure various diseases. The older people who 
are deceived by the gangs usually suffer unexpected financial losses. Similarly, some 
Macao people who either reside in Macao or visit Zhuhai have been misled to believe 
in the effectiveness of “precious medicine.” In one case, a swindler of a four-member 
“precious medicine gang” swindled MOP$70,000 from a Macao woman who visited 
Zhuhai.'*° One of the gang members went to Macao, where he was arrested. The victim, 
after she had been deceived by the fraud, swiftly reported the incident to the Macao 
police, which shared criminal intelligence on the medicine gang with Zhuhai officials. 
In reality, cross-border fraudulent medicine gangs have loomed in Hong Kong, Macao, 
and Zhuhai since the incidence of economic integration in South China. 

In 2006, 40 Taiwanese fraud syndicates were active in the mainland Chinese 
coastal regions.'”’ Their growth was attributable to the lack of intensive coordination 
and communication between the PRC police and their Taiwanese counterpart. They 
participated in illicit activities such as underground foreign exchange and credit card 
forgery. Many of these criminal syndicates planned their leadership succession to 
the second and third generations, conducting lucrative business with “low risks and 
high returns.” The Taiwan authorities recognize that these mushrooming syndicates 
are attempting to “export their techniques” to the PRC, making it difficult for the law 
enforcement agencies of both sides to combat them. 


Hijacking 


Airplane hijacking was prevalent in Greater China in the early 1990s. Since most 
incidents at that time involved only one or two hijackers, the overwhelming majority 
did not fit the definition of organized crime offered by the United Nations, which is a 
conspiratorial group of three or more criminals.'”* After the Chinese Communist Party 
(CCP) came to power in China in 1949, the Taiwan government offered gold and cash 
rewards to mainland military pilots who defected to Taipei in Soviet-made warplanes. 
At that time, cross-border hijackings were either individual decisions made by the 
pilots or were attributable to Taiwan’s material incentives, but they did not involve 
organized crime syndicates in the PRC. 

In 1986, a Taiwan-owned China Airlines plane was hijacked from Taiwan to Guang- 
zhou and then Beijing. When the two sides engaged in negotiations with the hijackers, 
this incident gave the PRC its first opportunity for cooperation with the Kuomintang 
since the 1936 Xian incident.'”’ In the process of negotiating the return of the plane and 
its crews to Taiwan, the PRC demanded that representatives of China Airlines travel to 
Hong Kong to hold talks with Beijing’s representatives, the Civil Aviation Administra- 
tion of China (CAAC). Eventually, both sides decided that the CAAC would send the 
aircraft to Hong Kong, where it would be handed over to the Taiwan side. 

In the early 1990s, a series of airplane hijackings took place in mainland China 
with Taiwan as the final destination. In 1993 alone, there were 13 hijackings in which 
Taiwan was given as the final destination.'*° In November 1993, a mainland Chinese 
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named Gao Junzeng hijacked a plane en route from Qingdao to Fuzhou. He used 
scalpels and a false grenade to force the plane to land on Taiwan. The Taiwan court 
sentenced Gao to 10 years in prison. After he had served eight years, the Taiwan gov- 
ernment sent Gao back to the mainland. When he returned to the PRC, the Qingdao 
court sentenced him to another 12 years. 

In 1997, there were three hijackings in the PRC in which the hijackers demanded 
asylum in Taiwan. In one case, the security personnel on an aircraft killed the hijacker, 
who claimed that he was carrying a bomb in his bag. In another case, a Taiwan man 
who complained about persecution hijacked a plane from Kaohsiung to Xiamen, 
but he was denied political asylum in the PRC and was repatriated to Taiwan.'*! In 
October 1998, an Air China pilot who was dissatisfied with his life on the mainland 
hijacked a plane to Taiwan, accompanied by his wife and child. The plane was even- 
tually intercepted by Taiwan’s air force fighters and forced to land at Chiang Kai- 
shek airport. In December, the Taiwanese prosecutors indicted the mainland pilot on 
hijacking-related charges. 

The PRC also dealt heavy penalties to hijackers. In July 2002, a mainland Chinese 
named Xu Wenzhong was convicted of hijacking an airplane using violence and in- 
timidation.' The court in Shenyang, the capital of Liaoning province sentenced him 
to 15 years in prison and deprivation of his political rights for five years. In recent 
years hijacking has become rare in South China, where criminal elements find it less 
risky to profit by other illicit means. 


Illegal Gambling 


With the globalization of television and sports, soccer betting has become more com- 
mon in Greater China. In January 2000, the Hong Kong police arrested 37 people 
after carrying out a series of raids on illegal bookmaking establishments. Some crime 
syndicates took bets on British and other European soccer matches, causing a huge 
loss in government revenue from legal betting. Most of the gamblers were local Hong 
Kong people who placed their bets by telephone. Sometimes cross-betting between 
crime syndicates occurred, in which smaller syndicates took large bets against a soccer 
match’s result, sometimes cross-betting with a larger syndicate to minimize their own 
risk. The Hong Kong police also tried to find out whether illegal gambling syndicates 
were involved in money laundering. In response to rampant illegal soccer betting, the 
HKSAR government decided to legalize such gambling in 2003. There is no evidence 
that legalization has dampened local enthusiasm for gambling. In fact, with the advent 
of global televised soccer matches, such as the World Cup and European Cup soccer 
tournaments, illegal soccer betting has become so widespread that legalized soccer 
gambling in the HKSAR cannot compete with the underground betting cartels. The 
Hong Kong Jockey Club has witnessed a gradual decline in its revenues due to the 
constant loss of its clients to the illegal soccer betting syndicates. 

In general, the Chinese in Greater China have traditionally developed a penchant 
for gambling. In September 2003, the Shenzhen police raided the gaming centers in 
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Lowu and Fu Tin because they could easily be transformed into underground casi- 
nos. An underground casino that had been camouflaged as a game room saw 1,000 
gamblers every day from Hong Kong and the mainland who placed bets totaling 1 
million yuan.'** In March 2004, the Taiwan police discovered an underground bet- 
ting syndicate that involved not only Taiwanese but also mainland and Hong Kong 
Chinese. The syndicate took bets from Chinese in the three places on Hong Kong’s 
Mark Six and Taiwan’s lotteries. The mainland Chinese placed their bets by using 
yuan. A 45-year-old Taiwanese was arrested, and 22 fax machines, 20 calculators, 
2 computers, and 2 photocopying machines associated with his operation were con- 
fiscated. The total value of bets placed with this individual reached NT$10 billion. 
Transborder illegal betting occurs in Taiwan, Hong Kong, and mainland China. 

In June 2004, the European Cup brought about widespread illegal gambling in 
South China. In Shenzhen, a middleman claimed that he had collected bets in 2003 
totaling 3 billion yuan,’ of which his own revenue was 1.8 million yuan. In one year, 
Shezhen, Shantou, and Zhuhai gambling syndicates collected 30 million yuan. It was 
estimated that illegal bets on soccer matches in the PRC in 2003 exceeded 200 billion 
yuan. The mainland underground gambling syndicates have to compete or cooper- 
ate with their Hong Kong counterparts. During the climax of the 2006 World Cup 
soccer tournament, mainland gambling syndicates in Guizhou province collaborated 
with Hong Kong and Macao criminal groups to recruit members and take bets from 
mainlanders, Hong Kong residents, and Taiwanese.'** The Hong Kong police found 
that 142 Web sites operated in the mainland, taking HK$70 million in illegal bets in 
the 2006 World Cup soccer tournament.'*° The cross-border nature of illegal gambling 
has been greatly facilitated by triad cooperation and the use of the Internet to take bets 
from various locations in Greater China. 

According to statistics from the PRC police, 60 percent of the worldwide bets 
on the 2006 World Cup soccer tournament were placed from mainland China and 
Southeast Asia.'*’ Illegal bets from PRC citizens reached 6 trillion yuan; this stag- 
gering figure is equivalent to the total revenue from all foreign tourists visiting 
China in 2004. Almost | trillion yuan is spent by PRC citizens on Internet gambling 
every year. An illegal betting syndicate in Dongguan was led by a Taiwanese who 
took bets from Chinese in the PRC, Taiwan, and Hong Kong. Another illegal bet- 
ting establishment in Beijing was managed by two mainland Chinese, one of whom 
utilized his Taiwan “mistress” to take bets from the island republic.'** While lotter- 
ies in the PRC bring about minimal returns and limited excitement to the mainland 
Chinese, illegal soccer betting yields maximum gains and persistent challenges. 
Under the current circumstances, illegal gambling and betting cannot be wiped out 
in Greater China. 


Illegal Workers 


Economic integration in Greater China has given rise to an incessant stream of cross- 
border illegal workers. In September 2003, the Hong Kong Immigration Department 
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conducted raids on illegal workers by deploying officers to mix with queues of people 
seeking jobs in Mong Kok district.'*? Identity checks were performed, and some 
mainlanders who had worked as rubbish collectors and sold second-hand electronic 
appliances and mobile phones were arrested. In the first seven months of 2003, the 
Immigration Department arrested 8,528 mainlanders for working illegally in the 
HKSAR. Among them, 7,543 arrived in Hong Kong on two-way permits. Many 
mainlanders took advantage of the relaxed policy for visits to Hong Kong to enter 
the territory and work illegally. 

The Hong Kong Labor Department unveiled a “black market labor camp” inside 
an industrial building in Tokwawan district. Eighty illegal workers had resided in an 
apartment of the industrial building for two months.’° The building’s owners had 
complained to the Lands Department, Housing Department, Fire Services Department, 
and the police about the presence of illegal workers, but the departments lacked coor- 
dination. Rather than correlating their efforts, each department sent staff members to 
inspect the apartment. Eventually, the Fire Services and Housing Departments posted 
a notice in the building, stating that the owner had violated the law by changing the 
residential status of the apartment to a hostel for illegal workers. At this juncture, all 
illegal workers left the apartment, and none of them were caught. Bureaucratic delays 
in Hong Kong provided the necessary space for illegal workers to escape. 

Trade unions in the construction industry are deeply concerned about the influx 
of illegal workers from the mainland who are willing to accept much lower pay than 
local laborers. The construction sector blamed the HKSAR government, insisting that 
the penalties on illegal workers and employers who hired them were lenient. From 
2000 to 2003, the Hong Kong court imposed a fine of several hundred HK dollars 
on each illegal worker; the maximum fine did not exceed HK$6,000. The maximum 
penalty on employers who recruited illegal workers was HK$20,000. Trade unions 
suggested that the HKSAR government consider revising the legislation in order to 
increase deterrence. 

According to Ricky Wong, secretary-general of the Container Tractor Owners As- 
sociation, if the HKSAR government increased the quota of mainland truck drivers 
working across the border, local truck drivers would risk losing their jobs.'*' In the 
short term, illegal drivers from China cannot easily replace locals. Kwai Tsing District 
Council member Leung Chi-shing has pointed out that the completion of the Hong 
Kong-Zhuhai-Macao Bridge would lead local employers to hire mainland drivers. In 
2003, 300 mainland truck drivers traveled between the HKSAR and the mainland, but 
there were 15,000 container truck drivers in Hong Kong. Hence, the ratio of main- 
land to local drivers remained low. Local workers increasingly view truck driving as 
unattractive, in part because of its physical demands and in part because new drivers 
need to invest time and money to obtain licenses. Against the background of closer 
economic integration between Hong Kong and China, the influx of illegal mainland 
truck drivers into Hong Kong’s logistics industry is increasingly a concern. 

Illegal workers from the mainland have been common in the HKSAR since mid- 
2003. In January 2004, 19 illegal workers and five employers were arrested in the HKSAR 


42 CHAPTER 1 


after a joint operation by the police, the Labor Department, and the Immigration De- 
partment.’ The arrest followed two other operations against illegal workers in Sai 
Ying Pun and Mong Kok districts. The illegal immigrants and workers were found to 
hold two-way permits, sell goods at fruit stalls, and work as waiters in restaurants. 

After the policies regarding mainlander visits was amended in 2003, the Macao 
police discovered a new pattern of illegal workers. Previously, mainland workers 
sneaked into Macao illegally, but now they enter Macao using legal permits and 
obtaining fake Macao identity cards either before or after their arrival.'** In one case, 
mainland workers bought fake Macao identity cards for MOP$500 each in Gongbei 
before arriving in Macao. Other cases revealed that some illegal mainland workers 
spend several thousand yuan to buy fake documents in the mainland and then entered 
the MSAR illegally. Some illegal workers caught by the police had been in Macao 
for as much as six years. In July 2006, six Fujian Chinese were arrested on charges 
of working illegally at a construction site in Macao. Four of them spent between 300 
yuan and 2,000 yuan on fake and genuine identity documents in Zhuhai and Macao.“ 
The Macao procurator’s office stated that illegal immigrants and workers numbered 
740 from January to June 2006, compared with 572 cases during the same period of 
2005.'4° As in Hong Kong, the Macao city-state must confront the problem of illegal 
workers in the wake of Greater China’s economic integration. 


Kidnapping 


Kidnapping has traditionally been a hallmark of transborder crime in Greater China. 
In Macao, cross-border kidnapping could be traced back to 1978, when two Macanese 
women and one Thai woman were mysteriously kidnapped by North Korean agents. '*° 
Shortly before the handover of Macao to China, a wave of kidnapping activities took 
place, targeting wealthy people and their siblings. In August 1998, forty-six-year-old 
Yip Wai-tong, grandson of the late gambling tycoon Yip Hon, fired on gunmen who 
had attempted to abduct him. Yip suffered a gunshot wound in the stomach. The fact 
that he carried a pistol with him showed his concern over personal safety. In 1998 
alone, 12 people were reportedly kidnapped in Macao. In February 1999, it was 
rumored that Macao legislator Fung Chi-keung had been kidnapped.'*’ In February 
2001, an eminent Portuguese lawyer, Jorge Neto Valente, was kidnapped by gangsters 
while on his way home."* The police immediately found clues about the kidnapping 
syndicate and succeeded in rescuing Valente five days later. During the police raid of 
the apartment where Valente was kept, one suspected kidnapper leaped six stories to 
his death while the other two accomplices were detained. Although Valente received 
only a wound to his thigh, the incident was regarded as the most serious one after 
Macao’s return to China. 

In recent years, some Taiwanese who work and reside in the PRC have become 
targets of abduction. In April 1998, two Taiwanese were kidnapped in Hainan province 
by mainland gangsters who asked for a ransom of NT$4 million. The Haikou PSB 
arrested a Taiwanese for plotting the kidnap and several mainland accomplices for 
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executing the plan.'* Three months later, another Taiwan businessman was killed by 
mainland kidnappers who had been hired by a Taiwanese trader. The trader eventu- 
ally escaped to Taiwan. From 1991 to 2003, it was estimated that 529 Taiwan busi- 
nesspeople were the victims of crime in the PRC, including 59 Taiwanese who were 
murdered and 105 others who disappeared.'*° In October 2003, gangsters kidnapped 
a Taiwan businessman in Dongguan and demanded a ransom of US$1,680,000 from 
his relatives in Taiwan. The Taiwan police found that the mastermind behind the 
abduction was a Taiwanese. Another kidnapping involved a Taiwanese businessman 
taken by four mainland gangsters. The Dongguan PSB found out that the plotter was 
the victim’s business partner in Taiwan. All these cases show a pattern of kidnapping 
the Taiwanese in the PRC. The Taiwan chamber of commerce, which had 3,500 Tai- 
wanese enterprises in Dongguan, appealed to the Taiwan people to adopt a low profile 
in public when conducting business in the mainland. 

Some mainlanders view the Hong Kong people as kidnapping targets. In August 
2003, an unemployed Chinese kidnapped the daughter of a Hong Kong man who 
worked in Jiangmen.'*' After the Hong Kong man reported the kidnapping to the 
PSB, a ransom was paid to the abductor, who was eventually arrested. In Shenzhen, a 
syndicate composed of four members kidnapped a Hong Kong businessman, put him 
into a safe house for two days, forced him to take sleeping pills, and stole HK$140,000 
from two of his bank accounts.'* In March 2004, the Shenzhen police captured four 
mainland Chinese for kidnapping four Hong Kong men and robbing HK$1 million 
from their bank accounts.'*? In the same month, the Shenzhen police smashed a pros- 
titution racket that lured eight Hong Kong men, kidnapped them, and then withdrew 
money from their bank accounts. The racket comprised 11 mainlanders, including 
female prostitutes who acted as bait to seduce the Hong Kong men; assets amounted 
to 200,000 yuan.'** The mainland crime syndicates have found an easy target in the 
weakness of many Hong Kong men who solicit prostitutes in Shenzhen. 

The most notorious kidnapping incident was the so-called Big Spender case. In 
May 1996, forty-three-year-old gangster Cheung Tze-keung, nicknamed the Big 
Spender, and his crime syndicate kidnapped Victor Li Tzar-kuoi, the son of Hong 
Kong business tycoon Li Ka-shing. Cheung and eight accomplices, armed with AK47 
rifles, intercepted Li’s car by firing a shot through the window.'* The gangsters, led 
by Cheung, who had dynamite and grenades wrapped around his waist, entered Li 
Ka-shing’s house and demanded a huge ransom. Victor Li was set free after his father 
paid the ransom. Encouraged by its unprecedented success, the Cheung syndicate next 
targeted Walter Kwok Ping-sheung, the tycoon of the giant Sun Hung Kai Properties 
company in Hong Kong. The syndicate collected intelligence on Kwok’s lifestyle and 
then kidnapped him. Cheung demanded a ransom from Kwok’s wife, who reportedly 
told the Big Spender that he did not look like a gangster. Both Victor Li and Walter 
Kwok were kept in a safe house in the New Territories near the PRC border. Kwok 
was freed after his wife paid a ransom of HK$80 million. 

Several features of the 29-member Cheung Tze-keung syndicate were prominent. 
First, the transborder nature of the syndicate was fully demonstrated in its composi- 
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tion. Members came from Hong Kong as well as Guangdong, Hunan, and Hebei 
provinces. Born in Guangdong province, Cheung migrated to Hong Kong and became 
a permanent resident there. By 1991, Cheung had already been convicted in Hong 
Kong of an armed robbery of a Guardforce security van carrying HK$22 million in 
banknotes. He was apprehended and imprisoned for four years. Casting an extremely 
jealous and covetous eye on the rich, Cheung planned the kidnapping of Li and Kwok 
together with his mainland and Hong Kong friends. 

The Big Spender syndicate fully utilized the geographical diversity of Greater 
China and even Southeast Asia to conduct criminal activities. The syndicate’s plots 
to kidnap the two tycoons were formulated in Shenzhen and Dongguan, but they 
were implemented in Hong Kong. The syndicate was extremely mobile, traveling to 
Cambodia, Thailand, Vietnam, Shenzhen, Zhuhai, Dongguan, Shantou, Macao, and 
Hong Kong. One of the syndicate members even tried to escape to Mongolia after 
Cheung was captured. Two other members fled to Cambodia, forcing the PRC Ministry 
of Public Security to contact INTERPOL, the Cambodian police, and the Chinese 
embassy in Cambodia for assistance in apprehending them.'** The two were captured 
by the Cambodian police and extradited to the mainland for trial. Due to the mobility 
of the gangsters, it took some time for the mainland police to trace their movements, 
especially after the CCP Politburo and former President Jiang Zemin were determined 
to smash the Cheung syndicate in June 1998.'°” 

The Big Spender group formed a political-criminal nexus with mainland corrupt 
officials and displayed the traditional features of organized crime, such as hierarchy, 
a division of labor, and the use of violence. The Cheung syndicate collaborated with 
corrupt mainland police to implement their kidnapping plans. Cheung spent | mil- 
lion yuan to bribe a former PSB chief in Huizhou, acquiring a batch of automobile 
license plates so that his crime syndicate could conduct kidnapping activities easily 
and safely.'** When Cheung’s accomplice Yip Kai-foon was arrested by the Hong 
Kong police and kept in the Stanley prison, Chueng even toyed with the idea of buying 
rocket-propelled grenades from corrupt mainland officials to rescue him. Cheung’s 
syndicate displayed a hierarchical organizational structure, with a clear division of labor 
in its kidnapping and money-laundering schemes. Some members were responsible for 
acquiring illicit weapons and smuggling them into Hong Kong, some were in charge 
of money laundering, and others dealt with the transport of explosives. 

Members of the Cheung syndicate laundered the huge amount of ransom money 
through various channels: investing in the Grand Cayman Islands, Bermuda, and Sin- 
gapore; establishing hotels, casinos, and weaponry in Cambodia; and reinvesting the 
dirty money in real estate in both Hong Kong and the PRC.'*? It was rumored in the 
Hong Kong media that a Chinese bank in Macao was involved in Cheung’s money- 
laundering activities. If so, bank managers were involved in channeling the ransom out 
of Hong Kong. Unfortunately, the intricacies of Cheung’s money-laundering activities 
were not fully investigated by the PRC police after he was captured. Cheung was so 
ambitious in his kidnapping plots that he once toyed with the idea of abducting for- 
mer Chief Secretary Anson Chan and Macao’s casino tycoon Stanley Ho. Frightened 
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by a spate of kidnappings in Hong Kong and Macao during the second half of the 
1990s, many Hong Kong and Macao tycoons hired more personal bodyguards than 
ever before. 

The Cheung syndicate’s kidnapping activities became a political and security con- 
cern of the top leaders in Beijing. When the news of the kidnapping reached the ears 
of President Jiang, he and his Politburo members decided that Cheung would have 
to be arrested and executed. The former minister of public security and head of the 
Ministry of State Security, Jia Chunwang, was entrusted with the task of implement- 
ing the Politburo’s decision. From the perspective of Beijing, the Cheung syndicate 
upset the social stability of Hong Kong and threatened the national security of the 
PRC, which emphasized the need for smooth return of both Hong Kong and Macao 
to China. When Cheung left Hong Kong for a visit to the mainland in January 1997, 
the mainland police pursued and arrested him in Jiangmen. According to rumors, the 
Hong Kong Immigration Department deliberately allowed Cheung to return to the 
mainland.'® In November 1998, the mainland court sentenced Cheung to death, and 
he was executed the following month. Thirty-five accomplices were convicted; three 
were sentenced to death, two received suspended death sentences, and 29 received life 
imprisonment. Cheung and his co-conspirators were tried on the mainland not only 
for the kidnappings committed in the HKSAR but also for offenses such as the illegal 
sale and purchase of explosives and the smuggling of weapons and ammunition that 
took place on the mainland.’*' Article 6 of the mainland’s Criminal Law states that the 
occurrence of an act as a consequence of a crime within the PRC territory constitutes 
a crime in the PRC. Therefore, the mainland courts had legitimate jurisdiction over 
the fate of Cheung and his accomplices. 

The Big Spender case led other crime syndicates in Greater China to imitate Ch- 
eung’s audacity and criminal mindset. In February 2004, the Shenzhen court began its 
trial of another 29-member kidnapping syndicate.'” The group kidnapped 33 people in 
Shenzhen from October 2002 to February 2003. Most of the victims were Hong Kong 
citizens, and the ransoms demanded totaled HK$1.26 million. One of the members 
of the crime syndicate was a Hong Kong resident who had been kidnapped by the 
same syndicate and then “volunteered” to join the crime group, claiming that he was 
familiar with the ways in which Hong Kong people utilized their credit cards. One 
of the Hong Kong victims kidnapped by the syndicate was a container truck driver. 
His relatives paid HK$100,000 to the crime syndicate for his rescue. But after the 
syndicate received the ransom, it transferred the victim to another mainland gang for 
HK$50,000. Fortunately, he escaped. 

Kidnappings in Greater China appeared to be unstoppable shortly after the Big 
Spender case, which clearly had a ripple effect on other gangsters keen to imitate his 
sophisticated plots.'® In February 2004, there were rumors that the Hollywood movie 
star Jackie Chan and his son had been kidnapped.'** Chan publicly denied that there 
had been any kidnapping, but his personal bodyguards heightened security around 
him. The handsome income of many well-known movie stars in the HKSAR made 
them particularly attractive targets of kidnapping syndicates. 
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The children of some Hong Kong citizens were kidnapped and smuggled to other 
places. In May 2003, a Hong Kong factory owner’s only son was kidnapped by gang- 
sters and sold to a parent in Chaozhou, near Guangzhou.'® In a mainland district where 
many Hong Kong factory owners resided, there were 18 cases of missing children in 
2003. The kidnapping syndicates targeted male children from two to five years old 
and then resold the victims to parents in other parts of China for 20,000 yuan. The 
number in kidnapping cases reached its apex in 2003, when there were about 30 cases 
per month. Most of the cases stemmed from individual and commercial disputes, 
whereas others were related to Hong Kong men seduced by mainland women with 
ties to kidnapping syndicates. In 2002, 20 kidnapping cases concerning Hong Kong 
people took place in the mainland and were reported to the HKSAR government. 
Some Legislative Councilors urged the HKSAR police to establish a more effective 
mechanism with the Guangdong PSB to tackle cross-border kidnapping. In July 2006, 
the Hong Kong police swiftly destroyed a kidnapping ring led by two Hong Kong 
men, who hired eight mainland Chinese to visit the HKSAR using two-way permits 
as part of a plan to abduct wealthy Hong Kong people.'® The crime syndicate closely 
monitored individuals who resided in Sai Kung district, imitating the style of the Big 
Spender gang. Fortunately, the HKSAR police received intelligence and took immedi- 
ate action to foil the kidnapping plot. 

A typical pattern of kidnapping activities in mainland China involved the use of 
prostitutes as bait to lure Hong Kong men. In March 2004, the Shenzhen police ar- 
rested half the members of a Hunan gang.'*’ The gang used young prostitutes as an 
enticement to kidnap Hong Kong men, who were then robbed and forced to surrender 
their bank account passwords. The police discovered that each of the prostitutes who 
succeeded in seducing the Hong Kong men was rewarded with HK$3,000 by the crime 
syndicate. Another common style of kidnapping involves a group of mainlanders 
targeting Hong Kong men who solicit prostitutes in South China. In August 2006, a 
Hong Kong man went to the notorious Shenzhen Shaju village to solicit prostitutes. 
He returned to the HKSAR in an unlicensed taxi.'® The taxi driver collaborated with 
three other gangsters, who stopped the illegal taxi, kidnapped the Hong Kong man, 
beat him up, and forced him to reveal his bank card’s PIN number. The group then 
withdrew his money while the man had to walk for two hours to reach the Wanggang 
checkpoint. 

It is common for Hong Kong men to be temporarily kidnapped and robbed by 
mainland gangsters. Due to the victims’ reluctance to report these crimes to the main- 
land police for fear of revealing their sexual adventures in China, many kidnapping 
and robbery cases cannot be tackled effectively. Compounding the problem is the 
notoriety of the crime problem in Shenzhen, where the police have failed to eradicate 
the widespread phenomena of local gangsters, prostitutes, saunas, hair salons, and 
Hong Kong triads. To prevent kidnapping from getting out of control, the Shenzhen 
PSB appeals to Hong Kong visitors to be cautious and contact the mainland police 
if they are threatened. 

As more Hong Kong people visit mainland cemeteries to pay tribute to their ances- 
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tors during the Ching Ming festival each year, they are targeted by mainland crime 
syndicates. In April 2004, the Shenzhen police arrested five mainland Chinese for 
kidnapping Hong Kong people who visited the Overseas Chinese Permanent Cemeter- 
ies.'® The gangsters robbed the victims of 220,000 yuan and stole valuable belongings 
from Hong Kong people after smashing their car windows.'”’ In June 2004, two Hong 
Kong truck drivers complained in public that they had been kidnapped by mainland 
gangsters in Shenzhen and that they were released after paying a ransom of HK$60,000 
to HK$70,000 to the crime syndicate. While the Hong Kong truck drivers’ association 
held a press conference appealing to the mainland police for tightening security in 
Shenzhen, the HKSAR legislators urged the government to provide the drivers with 
a new handbook to instruct them on how to cope with extortion in the mainland.'7! In 
the eyes of organized crime groups in Shenzhen, the Hong Kong people are generally 
well-off and are convenient prey for their illegal activities. 

In June 2004, the Security Bureau of the HKSAR government announced that 283 
Hong Kong people were kidnapped in the mainland from May 2003 to May 2004.'” 
Ninety percent of the cases involved victims reluctant to cooperate with mainland 
police investigations. The three major factors leading to such kidnappings involved 
commercial disputes, personal animosity, and the use of prostitutes as bait. Although 
the Hong Kong police set up a communications mechanism for use by mainland police 
in the kidnappings of Hong Kong people, most of the uncooperative and incautious 
victims must shoulder responsibility for their own predicaments. 

In Macao, kidnapping syndicates are always intertwined with loan-sharking ac- 
tivities. In June 2006, two Hong Kong men collaborated with a mainlander to form 
a loan-sharking and kidnapping syndicate in Macao. The syndicate offered a loan of 
HK$130,000 to a Hong Kong woman, who subsequently lost all the money in her 
casino bets, each of which carried a 5 percent interest rate.'" When the woman failed 
to pay back the loan, which totaled HK$10,000 interest on top of the HK$130,000 
she had lost, the group held her hostage. Her relatives reported to the Macao police, 
who took immediate action to arrest the three kidnappers. This kind of relatively small 
kidnapping syndicate is common in Macao, where gamblers who lose money in casinos 
resort to loan sharks for assistance. These cases fit the United Nations definition of 
organized crime in which at least three syndicate members are involved. 


Money Laundering 


In recent years, the availability of stolen money in China’s economy is a result of 
money laundering that has become active, cross-border, and multiregional in terms of 
its organizers. In December 2000, Guangzhou law enforcement agencies discovered 
an underground bank and arrested nine suspects, four of whom were from Taiwan.'“ 
The police found a large sum of Chinese currency, foreign currency, and certificates 
of deposits used for money laundering. The four Taiwanese had engaged in money 
laundering on the mainland since 1998 and helped Taiwan businessmen to transfer 
funds illegally from the PRC to Taiwan, laundering a total of 58 million yuan. In 


48 CHAPTER 1 


short, Taiwanese underground banks provide a financial channel for Taiwan business 
people in the PRC. 

Money laundering occasionally involves legal practitioners who are not “state 
agents” but whose role remains controversial.'!* In 2001, auditors at the Bank of 
China in Guangdong discovered that between 1992 and 2001 a total of US$75 mil- 
lion was fraudulently taken from the bank. Three successive mangers had arranged a 
series of loans to a state-run enterprise, which then moved the funds to a Hong Kong 
bank account held by a registered company, Ever Joint Property Company Limited. 
The managing director of Ever Joint was John Hui, who had formerly worked for 
Sinhua Bank and who transferred all the proceeds to another company, Susan Liang 
and Company. Hui’s cross-border money laundering implicated a lawyer. Yet the 
High Court ruled that there was no evidence to prove that the lawyer had reasonable 
grounds to investigate the suspicious account of his client, Hui. 

In 2002, the Hong Kong police estimated that money laundering amounted to 
HK$934 billion, of which HK$900 billion was from illegal gambling and the rest 
from the proceeds of drug trade. Although anti-money-laundering legislation had 
been enacted in 1989, the police encountered difficulties in controlling this activity.'”° 
From 1989 to 2002, the police confiscated only HK$4.7 billion in property and suc- 
cessfully prosecuted 69 people for money laundering. Very few suspected cases of 
money laundering were reported by the accounting and legal sectors; from 1999 to 
August 2002, only 17 out of 25,202 cases were referred to the police by members of 
the two professions. While the Organized Crime and Triad Bureau complained that 
the anti-money-laundering legislation placed the burden of proof heavily on the gov- 
ernment, some prodemocracy legislators argued that the Legislative Council rejected 
attempts to revise the legislation twice within two years because it was concerned 
about whether the revised legislation would bring about justice. 

Relaxation of the cross-border visitation policy had the unintended consequence of 
facilitating cross-border money laundering. According to the PRC foreign exchange 
control policy, a mainland Chinese could only carry 6,000 yuan and US$2,000 to the 
HKSAR in 2003.'” Yet Chinese customs found that from July 1 to August 19, 2003, there 
were 105 cases that violated the regulation; one case involved 15,415,000 yuan. Some 
individuals brought tens of thousands of renminbi into the HKSAR. At the same time, 
1,072 mainlanders who returned to China from the HKSAR did not accurately report the 
goods that they had bought, such as watches, mobile phones, and digital cameras, leading 
to penalties for tax evasion.' These penalties totaled 1,100,000 yuan. Although there was 
no evidence to prove that many mainlanders who carried an excessive amount of renminbi 
intended to launder money in the HKSAR, the high number of violations and the high 
monetary value involved naturally raised suspicions of money laundering. In one case, a 
mainland Chinese from Jiangxi carried 300,000 yuan in his briefcase that was discovered 
by the Chinese customs at the Lowu border. Many mainland Chinese complained about 
the limited amount of cash that they could bring into the HKSAR, prompting the PRC’s 
Hong Kong and Macao Affairs Office to consider relaxing these limits. The irony was 
that a further relaxation would provide more opportunity for money laundering. 
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In January 2004, the High Court in Hong Kong heard a landmark case involving six 
people charged with engaging in a five-year scheme to launder HK$3.2 billion over 
a 35-day period. Prosecutors said this was the biggest money-laundering case in the 
world.'” A driver simply carried cash in plastic bags from Shenzhen to the HKSAR. He 
smuggled HK$92 million across the border and then deposited the cash with a money 
changer.'*° Members of the laundering syndicate allegedly used the changer’s Po Sang 
Bank account to transfer the money to 1,300 other bank accounts. According to the Po 
Sang Bank manager, its staff members are required to seek permission from superiors 
prior to the handling of transactions over HK$200,000. A former senior manager of 
the Po Sang Bank, Lam Yiu-chung, used his position to help the syndicate access the 
bank’s suspense account—normally used to hold doubtful receipts temporarily until 
they are classified—so that the transactions could avoid detection. According to a 
witness who formerly worked in the Po Sang Bank, seven of 270 transactions in the 
bank’s suspense account were “noncash,” or electronic. 

This court case illustrated a pattern in which more Chinese brought a large amount 
of cash across the PRC border into Hong Kong, where money changers and bank 
managers with questionable integrity become useful channels for money laundering. 
In June 2006, Guangzhou customs acknowledged that from January to May it found 
39 cases of money laundering totaling 7.1 million yuan. In one case, a mainland 
woman carried HK$820,000 in a handbag during her trip from the Guangzhou railway 
station to the HKSAR.'*! Although the PRC government stipulates that an outbound 
mainlander can now carry a limit of 20,000 yuan and any inbound traveler has to 
report to the customs office in writing whether he or she has more than US$5,000 in 
cash, many mainland Chinese have turned a deaf ear to these rules and participate in 
cross-border money laundering. 

Money laundering is multidirectional and involves various countries. In February 
2004, a court case in the HKSAR revealed that a four-member family from Fujian 
province was involved in the transfer of HK $2 billion within four years, during which 
time they laundered the proceeds collected by snakeheads from illegal Chinese immi- 
grants in Europe and Australia.'* The family opened accounts in Australia and Britain. 
Because Australian law requires a report submitted to authorities on bank transactions 
over A$10,000, the huge amount of money laundered through the five bank accounts 
in Australia alarmed law enforcement authorities. Members of the family deposited 
A$1,410,000 to their bank accounts in Hong Kong separately in 117 transfers, in an 
attempt to evade a money-laundering investigation. After confirming the deposits, 
the family transferred them to the PRC. Clearly, the HKSAR was a transit point for 
money laundering. 

With more mainland Chinese visiting the HKSAR and buying apartments in the 
territory, the possibility of opening another channel for money laundering emerges. 
A real estate agency in the HKSAR conducted a survey of 2,684 Shenzhen residents, 
analyzing their intention to buy residential apartments in the HKSAR. According to 
the survey findings, 9 percent of the respondents intended to buy apartments in the 
HKSAR, and 24 percent expressed their interest in conducting an on-site inspection 
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of Hong Kong apartments.’ The real estate agencies in the HKSAR were keen to 
organize large-scale visits for mainlanders interested in buying Hong Kong apart- 
ments. In August 2003, a woman from Shanghai bought a luxurious apartment for 
HK$17,420,000 through a video conference meeting with a Hong Kong real estate 
agency.'** However, the Estate Agents Authority requested that real estate agencies 
cooperate in the prevention of money laundering.'* In response, the Hong Kong real 
estate sector decelerated the process of organizing mainland visits to inspect and buy 
Hong Kong apartments. Still, the property boom in Hong Kong from 2003 to 2008 
provided tremendous opportunities for mainland Chinese to launder their money easily 
through the HKSAR property market. 

Some PRC officials launder their dirty money through Hong Kong. In March 2004, 
a court case in the HKSAR exposed the problem of mainland officials engaging in 
money laundering in Hong Kong through their close relatives. A party secretary in 
a mainland city had a monthly salary of only HK$800, but his wife opened a Hong 
Kong account with deposits of HK$4.76 million.'** Although his wife denied that she 
had brought the money from the mainland to Hong Kong, the case unveiled extensive 
money laundering by mainland officials in the enclave.'*’ The party secretary’s wife 
applied to emigrate and claimed that her husband was a factory manager earning a 
monthly salary of C$2,000. In another case, a business informant told the author that 
a mainland factory manager often demanded that his Hong Kong business partner pay 
him by depositing money into a bank account in the HKSAR.'® It is difficult for the 
HKSAR government to detect money laundering by mainland officials in the territory, 
where the number of mainland visitors has risen sharply and where bank accounts of 
shell companies cannot be thoroughly screened. 

Cross-boundary money laundering has become much easier since the increase in 
mainlanders’ visits to Macao after 2003. From January 2005 to April 2006, the Zhuhai 
police identified and disbanded underground banks that had holdings totaling 15.85 
million yuan.'® Illegal money transfers between Macao and Zhuhai were of great 
concern, for many Zhuhai underground banks used travelers as a conduit for money 
laundering. As a result, Zhuhai’s “monetary order and urban image” were affected.'”° 
In one case, five mainland Chinese were arrested in a trading company in Gongbei as 
they planned to transfer 3 million yuan illegally to Macao. Another case involved a 
Taiwanese in cooperation with the Zhuhai Chinese. According to the Zhuhai police, 
there were two types of illicit underground banks: one involved local deposits and 
the other concerned remittance to Macao and elsewhere. The majority of the Zhuhai 
cases were of the latter type. The largest case of underground banking in Zhuhai took 
place in 2001, when a syndicate was found to handle illegal deposits and remittances 
worth 7.3 million yuan. 

Due to the widespread phenomenon of money laundering in Guangdong and Fujian 
provinces, both Hong Kong and Macao are convenient locations for illegal money 
transfers and laundering. In China, it is believed that 60 percent of money has been 
laundered in the provinces of Guangdong and Zhejiang.'*' As part of Guangdong, 
Hong Kong and Macao are also likely to be affected. In June 2006, Gongbei customs 
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officials discovered that three mainland travelers carried 380,000 yuan in cash inside 
their handbags when they visited Hong Kong and Macao.'” Usually, individual 
mainlanders are separately contacted by criminal syndicates to launder money across 
the Chinese border. Each accomplice acts like an ant traveling diligently between the 
PRC border and the two capitalist enclaves. During every visit, the courier brings cash 
far exceeding the “overseas visit” limit of 20,000 yuan. This individual act of money 
laundering can be easily perceived as “disorganized” crime without the backing of 
any organized crime racket. Nevertheless, there are often organized crime syndicates 
behind the scenes. Hence, the line between disorganized and organized crime is con- 
stantly blurred in cross-border money transfers and laundering. 


Human Smuggling 


Human smuggling has taken place between China and the outside world since ancient 
times. Chinese citizens leave their homeland to find a better life and earn money to 
send back to their close relatives in China. On June 18, 2000, 54 Chinese men and four 
women were found dead inside a truck in Dover in the United Kingdom. Only two of 
the illegal immigrants had survived the five-hour sea journey from Belgium. The Dutch 
truck driver was sentenced to 14 years’ imprisonment for his involvement in human 
smuggling. The Dover tragedy involved a mainland Chinese snakehead who allegedly 
sent the migrants’ travel documents to overseas countries to arrange the smuggling 
routes and other counterfeit passports and who was suspected in money-laundering 
activities through Hong Kong.'® In 2001, the Hong Kong police raided the apart- 
ment of a Fujianese and found 97 PRC and 25 Japanese passports. The brother of the 
Fujianese had asked him to transfer HK$1,780,000 and US$120,000 to an account in 
the HKSAR. It appeared that kinship in the form of the Fujianese community network 
was utilized in the human smuggling ring that led to the Dover tragedy. 

In January 2001, the United States Immigration and Naturalization Service found 
that the HKSAR was a transit point in the global human smuggling trade, which totaled 
US$8 billion a year.'** Some of the Chinese smuggled to the United States claimed 
that they were members of Falun Gong, a religious sect persecuted and banned in the 
PRC. The Chinese gangsters who smuggled mainland Chinese to Europe charged up 
to US$30,000 a head for the long journey. Those who were smuggled to the United 
Kingdom had to go through Russia by train or truck and then to Western Europe 
through the Czech Republic and Hungary, and finally to England via truck or ferry. 
Many of the migrants came from Fujian province. In England, the illegal migrants 
from China ran the risk of being kidnapped, beaten, and intimidated. Women were 
forced to become prostitutes to pay off their debts. The British police uncovered a 
case in which a hostage had his finger sliced to the bone when he refused to rape a 
female captive. A hostage reported that he was allowed only one bowI of gruel each 
day, and others were tortured for a ransom of 250,000 yuan each. When the kidnap- 
pers were informed that the family of a captive was unable to pay the ransom, the 
captives were asked to draw lots and the loser would have to kill the one who failed 
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to pay. Many snakeheads were former participants in the drug trade, but they shifted 
to human smuggling because of the relatively high financial rewards as well as low 
penalties they risked if they were caught. 

In October 2003, a crime syndicate smuggled a 22-year-old Fujianese woman from 
China to Germany through Hong Kong. When the German authorities arrested her she 
revealed that she had paid the crime syndicate 50,000 yuan.'** Holding a mainland 
Chinese passport with a Nigerian visa, she left Lowu for Hong Kong, where she was 
joined by four other mainland Chinese. She was supposed to fly from Hong Kong to 
Nigeria and then on to Germany using an HKSAR passport. She was arrested upon 
arrival in Frankfurt when German immigration agents found that her HKSAR passport 
was counterfeit. The revelation of her experience showed that the smuggling syndicate 
utilized guanxi to obtain the Nigerian visa and counterfeit Hong Kong passport. 

The kingpin behind the Chinese human smuggling operation was Cheng Chui-ping, 
also known as Big Sister Ping. She was wanted in the United States after the freighter 
Golden Venture ran aground off New York in 1993.'°° The ship was found to have 
on-board 300 illegal Chinese migrants, 10 of whom were drowned when they tried to 
swim ashore. Cheng had smuggled hundreds of Chinese into the United States from 
1984 to 1994, when the United States issued an arrest warrant for her and she fled to 
Hong Kong. The Hong Kong police caught her in April 2000. HKSAR Chief Execu- 
tive Tung Chee-hwa signed an extradition order after Cheng had lost a court appeal 
to remain in Hong Kong. In March 2006, the U.S. attorney for the Southern District 
of New York announced that Cheng had been sentenced to 35 years in prison for “her 
role in leading an international alien smuggling ring.”’'°’ Cheng was charged with alien 
smuggling, money laundering, and trafficking in ransom proceeds. 

Cheng smuggled a considerable number of Fujianese to the United States and was 
regarded by many Fujianese in China as a kind supporter rather than a criminal. Em- 
ployers in Chinatown prefer to hire people from Fuzhou because they will work for 
lower wages and accept poor living conditions to pay off their debts to snakeheads.'8 
Fuzhou natives penetrated New York’s garment, construction, and restaurant trades. 
However, the illegal workers are exploited; employers deprive them of back pay and 
intimidate them by threatening to report their illegal status to government authorities, 
and they are sometimes beaten by gangsters. 

While human smuggling between China and other parts of the world persists, it 
also takes place between the mainland and the HKSAR. In August 2003, the mainland 
and Hong Kong police uncovered an underground tunnel from Sha Tau Kok on the 
PRC side to Chung Ying Street on the HKSAR side. The 25-meter tunnel provided 
a secret means of human smuggling. The PRC’s border guards found a suspiciously 
dented area on the street, leading to the eventual discovery of the underground tunnel. 
The tunnel from the mainland led to a Hong Kong apartment, which had been used 
by a tenant for smuggling purposes for almost three years. 

Occasionally, bold attempts are made by smugglers. In November 2003, a Pakistani 
man was found hiding inside a large suitcase at the Lowu border checkpoint trying to 
leave the mainland for the HKSAR.'” However, the excessive weight of the suitcase 
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alerted the Hong Kong immigration authorities, who discovered that the Pakistani 
belonged to a three-member smuggling group. All three men were sentenced to 10 
months’ imprisonment. Although the Immigration Department claimed that there was 
no proof of syndicate involvement in the incident, the three smugglers conformed to 
the broad United Nations definition of organized crime. 

Credit must be given to the PRC customs officials at Wanggang and Man Kam To 
for thwarting an attempt by 20 Vietnamese, 13 of whom were carriers of the AIDS 
virus, to sneak into the HKSAR through Shenzhen in 2005-2006.” The Vietnamese 
were smuggled to Guangxi via the sea route and then tried to go from Shenzhen to 
the HKSAR by hiding under container trucks. The illegal travelers were seeking a 
cure for their illness as well as employment in the HKSAR. 

The rapid expansion of human traffic across the Chinese border has brought about 
“disturbance in public order” in Hong Kong.’” Since 24-hour border crossing was 
implemented at the Wanggang checkpoints, the number of travelers increased from 
5,000 on opening day to 38,000 daily in 2006. The daily challenges to customs officers 
in Hong Kong include the bickering and fighting among travelers due to alcohol and 
drug abuse, the illegal entry of mainland workers, and watching for mainland Chinese 
who hide under trucks to get through checkpoints. The latter attempts are sometimes 
organized by criminal syndicates. The Shenzhen checkpoint officers discovered 34 
cases of human smuggling through the use of trucks in the first half of 2006. 

Human smuggling also takes place between Taiwan and the PRC. In January 2001, 
123 Chinese illegal migrants were sent to Matsu to await repatriation to mainland 
China, whereas 626 others remained in the Hsinchu detention center.” In April 
2003, Sun Ronghua, a snakehead whose crime syndicate smuggled mainlanders to 
Taiwan with bogus documents, was charged with violating the anti-organized crime 
statute and the statute governing relations between the people of Taiwan and main- 
land Chinese.”° Sun visited his grandmother in Taiwan using legal entrance papers 
issued by PRC authorities. From 2000 to 2003, Sun and his accomplices smuggled 
230 mainland Chinese to Taiwan. They used the names of some 100 retired Taiwan 
servicemen to apply for legal documents so that mainland Chinese women could visit 
Taiwan as the spouses of the retirees. In return, the Taiwan servicemen were paid be- 
tween NT$30,000 and NT$60,000 each for allowing the syndicate to use their names 
in the application process. Taiwan National Security Bureau agents who had been 
sent to infiltrate Sun’s crime syndicate successfully collected intelligence to halt the 
organization’s smuggling activities. 

From 1987 to October 2003, the Taiwan government tracked down 47,012 illegal 
immigrants from the mainland and took them into custody.’ Among them, 44,530 
were repatriated. The number of mainland Chinese who had illegally entered Taiwan 
reached an apex in 1990 and 1993, when the police caught 5,000 illegal immigrants 
in each of the three years.° The number of illegal immigrants declined to 1,100 in 
1997, but it jumped to 2,032 in 2002 and 2,500 in 2003. Prior to 1999, most illegal 
immigrants captured by the Taiwan police were men, with women accounting for 7 
percent of the total number of mainland illegal immigrants. The number increased 
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to 22 percent in 2000, to 58 percent in 2001, and 73 percent in 2003.°° Overall, 64.5 
percent of the mainland Chinese women who were smuggled to Taiwan ended up 
working as prostitutes. From the perspective of a security state, it is understandable 
that Taiwan is concerned about the background of mainland illegal immigrants, some 
of whom may be spies entrusted with the task of penetrating Taiwan society. 

Quite often, Taiwanese collaborate with mainland Chinese in joint smuggling 
endeavors. In September 2003, PRC authorities arrested 18 suspects in Fujian in con- 
nection with a smuggling operation in which six Chinese women were killed when 
smugglers threw their human cargo overboard. Wang Bing, the deputy director of the 
Fujian Provincial Public Security Department’s border defense section revealed that 
13 of the 18 suspects were traffickers and that the other five were Chinese women 
who wished to be smuggled into Taiwan. There were four Taiwanese among those 
arrested, testifying to the transborder nature of human smuggling. 


Smuggling of Goods and Products 


Smuggling of goods and products has long taken place in Greater China. During the 
Korean War, when the United States imposed a trade embargo on the PRC, Hong 
Kong businessman Henry Fok Ying-tung utilized his shipping fleet to smuggle iron, 
pipes, wheels, diesel, and medicine from Hong Kong into mainland China.”” Within 
three years, Fok amassed a fortune of HK$1 million, which was invested in the Hong 
Kong property market beginning in 1953. Fok denied any involvement in cross-border 
smuggling and PRC authorities viewed his activities during the war as “patriotic.” 
Fok earned Beijing’s trust and was eventually appointed vice chairman of the Chi- 
nese People’s Political Consultative Conference. His successful transformation from 
a widely suspected adventurous smuggler to a nationally acclaimed patriotic tycoon 
fully demonstrates the fuzzy line between illicit activities and legitimate business, 
especially at a time when the PRC was internationally isolated. 

Prior to Hong Kong’s retrocession to the PRC in 1997, the triads were involved 
in cigarette smuggling in Southeast Asia. In 1995, Hong Kong businessman Tommy 
Chui was murdered in Singapore in a cigarette smuggling case that involved HK$8 
billion.’ Chui was found dead, gagged and bound, in Singapore harbor just days be- 
fore he was to testify in the case. According to the Hong Kong police, the murder was 
a triad ritual that aimed to silence witnesses, sending a warning to others who might 
dare to leak their secrets to law enforcement authorities. In 2004, the ICAC charged 
Cheng Wui-yiu for his alleged involvement in a plot to murder Chui. 

At the start of the twenty-first century, cross-border cargo crime became so serious 
that the HKSAR government had to utilize x-ray equipment to detect the smuggling 
of cigarettes, people, weapons, explosives, and drugs. Just six days after the x-ray 
systems were deployed in the container port of Kwai Chung in 2002, the Customs 
Department seized tobacco valued at HK$5.7 million.*!? In April 2002, proactive 
customs intelligence foiled an attempt to smuggle 300 mobile phones and a large 
quantity of accessories inside a spare tire underneath a truck at the Lok Ma Chau 
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control point. The Customs and Excise Department stressed that any person found 
importing “unmanifested cargo” to the HKSAR would be charged under the Import 
and Export Ordinance and that the maximum penalty would be a fine of HK$2 mil- 
lion and seven years’ imprisonment. In June 2006, six cars with their steering wheels 
removed were found to have been smuggled into China at the Lok Ma Chau check- 
point. On average, each car could yield a profit of HK$100,000 because spare parts 
are expensive in the PRC.*!! 

The use of container trucks to smuggle silver from the HKSAR to the PRC increased 
from seven cases totaling HK$2 million in 2004 to 26 cases worth HK$5.1 million in 
2005.7’? In July 2006, an attempt at smuggling 42 large pieces of silver with a value of 
HK$2 million was thwarted; they had been hidden inside a truck’s wheel axis, where 
the brake system had been removed. Due to an increase in the mainland’s demand 
for silver, which can be used for manufacturing jewelry and electronics spare parts, 
organized crime groups in Hong Kong tried to export silver out of China, a process 
that helped them earn a tax rebate of 11 to 13 percent of the silver price. After the 
crime rings exported silver from China to Hong Kong legally, they smuggled it back 
to the mainland without paying 35 percent customs and 17 percent value added tax. 
The smuggling syndicates repeated the twin processes of legal export and illegal en- 
try of silver, thus earning tax rebates each time they exported from Hong Kong. The 
smuggling of silver is, indeed, a lucrative business. 

Another profitable business is the smuggling of counterfeit cigarettes from Greater 
China. In 2003, the Hong Kong government lost HK$132 million in duty revenue 
through illicit cigarettes and fuel seized by the Customs and Excise Department.?'? The 
figure showed a slight decrease in comparison with the HK$154 million loss of duty 
in 2002. Of the HK$154 million, HK$146.3 million was from cigarettes and HK$7.8 
million from fuel. Initially, cigarette smuggling syndicates used various routes and 
modes of transportation to move the contraband from the mainland to Hong Kong. In 
2003, two-way permit holders from China peddled cigarettes on the streets of Hong 
Kong. Mainland women were hired to sell, distribute, and store illegal cigarettes. 
However, after customs officials and the police discovered this phenomenon, organized 
crime syndicates altered the means of smuggling, turning to the use of luxurious cars 
and abandoning the employment of mainlanders. 

The number of mainland Chinese selling illegal cigarettes in public places increased 
considerably after “free visits” to the HKSAR began. In 2003, the Customs and Ex- 
cise Department prosecuted 1,505 mainland visitors who sold illegal cigarettes in the 
HKSAR, a dramatic increase compared with 356 in 2002.?'4 The monetary value of 
illicit cigarettes uncovered by the Customs Department totaled HK$1.2 billion and 
4,540 people, including many mainlanders, were arrested. 

In addition to counterfeit cigarettes, smuggled goods include illicit fuel, ivory, 
and truck trailers. According to Timothy Tong, the commissioner of customs and 
excise, from January to June 2003, the economic downturn in the HKSAR led to 
greater demand for cheaper illicit fuel from Guangdong." Illicit fuel is transported 
from mainland to Hong Kong by using luxury cars in August 2006. The smuggling 
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syndicates adopted the method of “ants moving their cargo,” mobilizing 150 private 
vehicles to travel frequently between Hong Kong and Guangdong. There is no sign 
that the smuggling of cigarettes and illicit fuel has abated. Illicit fuel is in high demand 
whenever global oil prices rise, such as the summer of 2006, when the Middle East 
was engulfed in the Israeli-Lebanese conflict. Substandard fuels from Guangdong 
were secretly transported to Hong Kong, where organized crime syndicates stored 
the fuel in private gas stations and sold it to clients. 

In 2005, criminal syndicates in Hong Kong were involved in 184 cases of stolen 
container truck trailers headed for the PRC.?'* Of the 184 cases, 152 were found in 
the northern part of the New Territories. In 2006, container trucks equipped with 
refrigerators were stolen, including trailers that cost HK$30,000 to HK$50,000 each 
in the mainland. Hong Kong triads were suspected to be the masterminds behind 
container and trailer smuggling. 

Meat, frozen poultry, and expensive seafood are also smuggled across borders. In 
2003, the amount of illegally imported fresh meat and chilled or frozen poultry seized 
by authorities grew in proportion to the increasing number of inspections at border 
points.”!’ According to the Hong Kong Food and Environmental Hygiene Department, 
more than 80 tons of illegally imported fresh meat was seized in 2003, an increase of 
16 tons in 2001 and 43 tons compared with 2002. Any offender who sells meat from 
an unauthorized source is liable toa maximum penalty of HK$50,000 and six months’ 
imprisonment. In 2002, seven market stalls and six fresh provision shops licensees 
were prosecuted for selling unauthorized meat. 

The smuggling of frozen meat was also found in Zhuhai, where a group of Tai- 
wanese attempted to ship 350 tons of frozen meat from Hong Kong to the PRC in 
September 2006.*'* Transborder criminal elements tried to smuggle frozen meat from 
Australia and Canada into the PRC by using a Taiwan-registered ship that departed 
from Keelung harbor. Gongbei customs claimed that 13 cases, containing 1,350 tons 
of frozen food products, were captured from January to August 2006. However, a 
new pattern of smuggling emerged as Taiwanese criminal elements collaborated with 
other foreigners. 

With a surge in the demand for luxury foods in Shenzhen, some Hong Kong and 
mainland crime syndicates smuggled seafood and even snakes from the HKSAR to 
Shenzhen.*!? One Shenzhen restaurant owner said large-scale smuggling of seafood 
to Shenzhen was highly profitable. The crime syndicates worked closely with retail 
markets in Shenzhen, pretending that the seafood originated overseas and other prov- 
inces, such as Qingdao and Dalian. From June 2001 to November 2002, four cases 
of illegal seafood and snakes from Hong Kong to Shenzhen amounted to HK$1.87 
million. In September 2003, a mainland crime syndicate composed of fishermen 
used speedboats to smuggle lobster and abalones imported from overseas from Hong 
Kong’s Sha Tou Kok to Shenzhen’s Yantian harbor. The HKSAR police smashed the 
smuggling operation. 

A resident in Sha Tou Kok revealed that smuggling activities involved not only 
frozen meat but also rubber tires and electrical appliances. Each smuggled rubber tire 
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could bring HK$5 to HK$10 to the mainland crime syndicates. Depending on its size, 
a speedboat could carry 100 to 200 rubber tires. Usually, smugglers sailed their vessels 
near the shore so that they could escape easily if sighted by customs or police officers. 
The Hong Kong naval police relied on intelligence exchange with their mainland 
counterpart to track down the smuggling routes of crime syndicates. 

In January 2004, Hong Kong businessman Yang Gaiqing, who rose from the posi- 
tion of People’s Liberation Army driver to a senior officer smuggling edible oils, was 
sentenced to death in a Shenzhen courtroom for incurring the loss of 2.47 billion yuan 
in state tariffs.”° Yang was born in Shanghai and eventually became a permanent resi- 
dent of Hong Kong. Yang’s smuggling activities were revealed in 1999, when he was 
charged with corrupting an array of senior custom officers, including the ex-deputy 
chief of the State Customs General Administration Wang Leyi, former Shenzhen 
customs director Zhao Yucun, and former Huizhou customs chief Zhu Haotang. In 
the 1980s and 1990s, the smuggling of crude petrochemicals, guns, ammunition, 
diesel fuel, chemical feed stocks, and textile raw materials was widespread. Yang 
smuggled 827,500 tons of edible oil into the PRC between June 1996 and June 1998. 
Zhao, Zhu, and Wang formed a crime syndicate with Yang, accepting bribes totaling 
10 million yuan from him. 

Yang was also involved in the Yuanhua smuggling syndicate where he was originally 
a driver for Major-General Ji Shengde, the disgraced former director of the Intelli- 
gence Department under the General Staff of the PLA. The son of the late director of 
the State Council’s Hong Kong Macao Affairs Office, Ji Pengfei, he was sentenced 
to life in prison by a military court hearing the Yuanhua smuggling case that affected 
hundreds of CCP officials. Ji Shengde and the former vice-minister of public security 
Li Jizhou were the high-ranking cadres implicated in the scandal. The Xiamen-based 
Yuanhua conglomerate smuggled oil, cars, and cigarettes with a value totaling 53 bil- 
lion yuan and led to the loss of 30 billion yuan in state revenue. The Yuanhua group 
leader, Lai Changxing, escaped from China to Canada through Hong Kong in 1999. 
Lai was at one time an honorary chairman of a Fujianese federation in the HKSAR, 
using extensive guanxi to conduct his smuggling activities. 

Most smuggling cases are much smaller in scope than the Yuanhua case. In March 
2004, Hong Kong customs agents arrested six mainland Chinese trying to smuggle 
19,000 frozen ducks, chickens, geese, and pigeons into the HKSAR by boat.”! The 
boat came from Zhuhai and carried poultry worth HK$447,000. Frozen poultry was 
smuggled as a result of the HKSAR government’s decision to ban all live and frozen 
poultry imports from the PRC in late January 2004 as a precaution against avian flu. 
The boat’s captain and five seamen from Zhuhai were arrested. Under the Public Health 
and Municipal Services Ordinance, any person convicted of illegally importing meat 
and poultry was subject to a fine of HK$50,000 and six months’ imprisonment. This 
penalty was not enough to deter mainland offenders, who calculated that the returns 
would far exceed the risks of their opportunistic smuggling in response to Hong Kong’s 
changing poultry market. 

Another interesting smuggling case involved a group of 16 mainland Chinese who 
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sneaked into Hong Kong and stole valuable trees deemed beneficial in the practice of 
geomancy (fengshui) on the mainland.”” The Hong Kong naval police discovered 14 
entire trees on a speedboat. The arrested mainlanders told the police that six of them were 
responsible for cutting precious trees in Sai Kung district and that two others were in 
charge of transporting them. Nine of the 16 mainlanders were illegal immigrants trying 
to sneak into the HKSAR on two speedboats. In 2003 and 2004 trees smuggled from the 
HKSAR to the PRC included Buddhist pines and incense trees.””* The Buddhist pine is 
valued at HK$155,000 in the PRC and is a protected species in the HKSAR. 

In addition to rare trees, expensive textiles also became a target of mainland “pi- 
rates.” In October 2006, a group of seven such pirates sneaked into a container terminal 
on Hong Kong’s Tsing Yi Island and stole cloth worth HK$80,000."* 

Economic integration in South China has generated tremendous opportunities for 
cross-border smuggling of cars and even fireworks, which all represent lucrative busi- 
ness to crime syndicates. Car smuggling often occurs between Hong Kong and China. 
In April 2006, Gongbei customs officers at the Pearl River estuary discovered that a 
fishing boat smuggled 18 automobiles from Hong Kong to the mainland.” Before 
the Lunar New Year in 2006, the demand for fireworks rose and customs officers in 
Hong Kong seized 7,000 kilos of illegal fireworks, valued at an estimated HK$1.4 
million.**° The mainland-manufactured pyrotechnics had been hidden among crates 
of golden joss paper (or “ghost money’’) in a container heading for Taiwan. The paper 
was used to deceive officials and to cushion the fireworks against vibrations. The il- 
legal shipment of fireworks from China through Hong Kong to Taiwan was dangerous 
because any vibrations could lead to explosions. Utilizing a mobile container-scanning 
X-ray system, the Hong Kong customs agency could detect the difference in density 
between the paper goods and fireworks. Again, the smuggling syndicate was willing to 
risk the customs agency’s inspection because of the possibility of huge profit margins 
from any successful shipment. 

Cross-border smuggling activities have affected not only the HKSAR but also Ma- 
cao. Many Macao Chinese, whether working alone or in groups, smuggle vegetables 
and meat from the mainland into Macao where they are resold for profit. Reports 
about the excessive use of insecticide in some vegetables grown in the mainland did 
not stop the Macao people from bringing them into Macao for trading purposes. In 
June 2006, the Macao Customs Department smashed a syndicate smuggling fresh 
meat from China into the MSAR, particularly into the northern district, where the 
demand for cheap products persists among newly landed immigrants and lower-class 
citizens. The Customs Department used the external trade law to prosecute leaders of 
the smuggling syndicate, who, if convicted, would be fined between MOP$5,000 and 
MOP$100,000.”” Macao customs also uses decree law 6/96/M to prosecute smug- 
glers who “secretly slaughter animals and engage in trading activities of criminal 
nature,” and who would have to face a maximum penalty of three years’ imprison- 
ment. Smugglers were paid MOP$3 for each chicken, which had a retail price of 15 
yuan in China and a selling price in Macao of MOP$28. Each slaughtered duck had 
a retail price of 25 yuan on the mainland, carried a “smuggling fee” of MOP$5, and 
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was sold for MOP$35 in Macao. The smuggling of meat and vegetables is common 
between Macao and Zhuhai. 

Illegally transported computer hardware has also been found at the Zhuhai border. 
In April 2006, the Zhuhai customs authorities confiscated 300 computers valued at 
2.5 million yuan that had been hidden inside a container truck from Macao.*** The 
Zhuhai customs agency received intelligence on the smuggling operation and used 
an x-ray detector to inspect the containers. In July 2006, Gongbei customs authori- 
ties discovered a vehicle smuggling 120 digital cameras and related spare parts from 
Macao. Two other instances of smuggling computer hardware occurred in Gongbei 
the same month. In one of these cases a Macao driver used his luxury vehicle as 
camouflage to smuggle 78 hard disks worth 30,000 yuan in a hidden compartment.””” 
A trend of smuggling computer hardware and digital cameras in container trucks and 
deluxe vehicles from Macao to Zhuhai continues to develop. 

Airports in Greater China are convenient transit points for regional and international 
smugglers. In June 2006, two men from Yemen were discovered attempting to smuggle 
a large amount of ivory into Guangzhou through the Hong Kong international airport. 
The international ivory smugglers targeted Guangdong, which is famous for ivory 
engraving. Demand for ivory has persisted even though the United Nations banned the 
ivory trade. In the illicit ivory trade, syndicates hire individual smugglers to carry ivory 
to different destinations by air or sea transport. The two Yemen smugglers apprehended 
in Guangzhou’s airport carried luggage that contained ivory valued at 4 million yuan. 

In July 2006, a Polish citizen was arrested by Guangzhou customs officials for 
carrying 15,000 fake Viagra tablets and 2,880 counterfeit Cialis pills in his luggage 
during a trip to Singapore.**° The suspect had conspired with mainland Chinese to 
manufacture and export fake Viagra and Cialis. 

Smuggling activities in Greater China have international implications. Chinese 
triads have targeted Scotland as a market for their fake cigarettes. In April 2005, it was 
estimated that 85 percent of all illegal cigarettes confiscated in the United Kingdom 
were made in China, many of which were bound for Scotland.**! The 14K triad in 
Glasgow had cooperated with the Wo Shing Wo triad in Edinburgh prior to the seizure 
of the illicit cigarettes, but they were split after the crackdown. 

The Hong Kong triads also used two containers to smuggle US$46.2 million of 
heroin to Melbourne, where the drugs were moved to a warehouse. After coordination 
with law enforcement agencies in China, Hong Kong, Belgium, and the Netherlands, 
the Australian police seized the heroin, which was concealed in the roof of containers 
carrying plastic chairs from the PRC. A Hong Kong man and two Sydney residents 
were arrested. Clearly, Hong Kong triads have collaborated with organized crime 
groups in other parts of the world to engage in drug trafficking and smuggling. 


Weapons Smuggling 


Arms smuggling remains a feature of cross-border crime in Greater China. In 1989, 
the Taiwan government’s spokesman, Shaw Yu-ming, attributed the deterioration of 
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the island’s public order to gun smuggling from the mainland. The number of illegal 
firearms confiscated by the Taiwan police increased from 2,400 in 1988 to 10,000 in 
1989.2? In March 2002, the Taiwan Coast Guard Administration seized the largest 
haul of assault weapons ever smuggled into Taiwan by a fishing vessel. More than 
120 guns, 100 rounds of ammunition, and some grenades from the Philippines were 
found.** The firearms would have brought more than NT$50 million if sold on the 
market. Arms smuggling into Taiwan stemmed not only from the PRC but also the 
Philippines. In July 2006, Taiwan customs captured 100 guns and pistols smuggled 
from the Philippines, including rifles from Israel, Belgium, and the Czech Republic.”*4 
All the guns and pistols were smuggled by Taiwan triads to build up their own arsenal 
in preparation for a “war” between the Bamboo and Four Seas gangs. 

In Hong Kong during the 1980s and early 1990s, triads such as the Big Circle 
Gang started smuggling weapons, including AK47 rifles and grenades, from the PRC 
to the colony, where jewelry shops were the targets of robbery by arms smuggling 
syndicates. The return of Hong Kong and Macao to the PRC has not ended arms 
smuggling. In 1995, Saudi officials intercepted 30 tons of the rocket fuel ammonium 
perchlorate that was carried by a German ship traveling from the PRC to Iraq through 
Hong Kong.?*> An American exporter arranged the shipment through an agent in Hong 
Kong, namely, the Chemical Import Export Corporation of Guangdong; nevertheless, 
the U.S. government received the intelligence on the shipment from its PRC coun- 
terpart. In March 2000, the Hong Kong Customs Department seized five armored 
vehicles at Kwai Chung Container Terminal en route to Tianjin from Naples, Italy.”*° 
Three mainland Chinese were arrested and charged. Two of them were fined for try- 
ing to export strategic commodities without a license. In the HKSAR, the maximum 
penalty for smuggling “strategic commodities” is an unspecified fine and seven years’ 
imprisonment. In August 2003, Hong Kong police discovered “a private weaponry” in 
Kowloon where a member of the 14K stored weapons and ammunitions in his apart- 
ment.?*” In April 2006, Hong Kong customs foiled an attempt to smuggle a MiG-29 
fighter jet through the HKSAR.** It is unknown whether the jet was being exported 
from the PRC to another country as customs officials refused to give further details. 
Hong Kong has been used as a transit point by weapons smugglers. Relying on accurate 
intelligence, the HKSAR Customs Department is performing well in foiling attempts 
at weapons smuggling, in spite of the vast amount of containers and goods traveling 
between Hong Kong and China, which makes digging out weapons smuggling like 
“looking for a needle in a haystack.’”°? 

In June 2006, the Chinese Ministry of Public Security announced that some of the 
illicit pistols and guns captured in China had been smuggled by mainlanders who had 
bought them from the Hong Kong triads. In addition, many poor peasants in Guizhou 
and Qinghai provinces manufacture illicit weapons. A pistol or gun produced by main- 
land peasants costs 1,500 to 3,000 yuan.*”° From January to July 2006, Guangdong 
police seized 16,331 guns, 43,799 banned knives, and 3,737 kilos of ammunition. It 
appeared that some of the illicit weapons produced in Guizhou and Qinghai were sold 
to criminal elements in Guangdong. 
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At the same time, the Hong Kong police revealed that the number of pistols and 
guns smuggled from China into the HKSAR was 14 in 2001, 23 in 2002, 28 in 2003, 
15 in 2005, 3 in 2005, and 10 in 2006.™' The drop in 2005 might imply that Hong 
Kong triads do not rely on weapons smuggled from China alone but deal in arms gen- 
erated from elsewhere in Southeast Asia. At the same time, Hong Kong triads profited 
from mainland Chinese criminals who smuggled the weapons owned by triads into 
the mainland. According to a senior Hong Kong police officer, illegal weapons from 
Thailand and the Philippines are sneaked into the HKSAR without much difficulty.” 
In response to the proliferation of weapons in China and its related danger of flowing 
into Hong Kong and Macao, the Ministry of Public Security launched a campaign 
from April to August 2006 to tackle the problem. In June 2006, Shenzhen customs 
and police destroyed 1,267 illegal firearms.**? Although the PRC government at the 
national, provincial, and local levels has made a concerted effort to curb the smuggling 
of illegal weapons, it is difficult to eliminate the supply. 


Media Piracy 


Piracy of music and film is serious in Greater China, where intellectual property rights 
are not fully respected. Hong Kong music fans are “world leaders when it comes to 
downloading illegal files,” accessing than HK$1 billion annually worth of songs on the 
Internet.“ A survey of 500 people over the age of 15 in December 2003 found that 48 
percent of home computer users had downloaded music files from the Internet without 
paying for them. From 2001 to mid-2003 Hong Kong Web surfers downloaded at least 
130 million songs onto their computers. Yet the government is powerless because it 
is difficult to legislate against Internet music piracy. 

Robust video piracy in mainland China was so widespread that the American video 
rental giant Blockbuster planned to close its shops in the HKSAR.** With VCDs or 
DVDs costing only HK$1 each in the PRC, the American video company found it 
difficult to make a profit in the HKSAR, where office rents were expensive. Pirated 
discs cost from HK$20 to $30 each, but the import cost for retailers is about HK$80 
per disc. According to the International Federation of the Phonographic Industry (IFPI), 
which represents the world’s music recording industry, illegal sales cost its members 
at least HK$600 million per year in Greater China. The Motion Picture Association 
of America said that piracy in the PRC from 1998 to 2002 cost the movie industry 
US$688 million in lost sales.*“* In 2003, video piracy in the PRC accounted for US$178 
million in losses to copyright holders, making mainland China “the biggest offender 
in the Asia-Pacific region.”**” According to Wang Shujen of Emerson College, 


The development of VCD technology and of piracy is closely related to the intraregional 
activities. Even more crucial are the flows among the Chinese Mainland, Hong Kong, 
Macao, and Taiwan, or what all together are known as Greater China. . . . The “Greater 
China Economic Circle” that has been the center of much scholarly and practical attention 
is also a “Greater China Piracy Circle.” The extraordinary fluidity and volume of piracy 
flows among the three territories are an indication of not just geographical but cultural 
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proximity. A production line distributor who speaks the same language and understands 
the customs would be able to sell the equipment much easier than one who does not. A 
distributor of pirated products would be able to get a better grasp of the local tastes and 
needs easier than otherwise.” 


At the same time, the PRC claimed that it “is the largest victim of pirated CDs” 
because piracy “jeopardizes the Chinese economy, hurts our tax revenue and also 
jeopardizes [China’s] image in front of the world.”*” The Guangdong police confis- 
cated 4.77 million smuggled discs in 2004. 

In the HKSAR, film piracy remains serious because some criminal elements who 
work in the film industry have taken advantage of their access to new Hong Kong films. 
In 2003, Hong Kong customs arrested 1,289 people for piracy offenses and confiscated 
6.22 million pirated compact discs valued at HK$136 million. The number of pirated 
compact discs, including video CDs and CD-ROMs, decreased in 2003, but the number 
of pirated DVDs rose 6 percent compared with 2002. Criminal elements made their 
products in “small-scale workshops using computers and CD writers to replicate pirated 
discs inside industrial or domestic flats.”*° The selling pattern changed to “‘self-service” 
at unmanned stalls or paying at one shop and then getting the receipt to collect the discs 
at another shop. In this way the syndicates evaded capture by customs officers. 

Transborder piracy in Greater China expresses itself in criminal cooperation between 
some Hong Kong people and Taiwanese. In June 2004, Hong Kong customs seized 
a record haul of 220,000 pirated discs of Korean and Japanese television dramas and 
cartoons.”°! The masterminds behind the piracy syndicate included three Hong Kong 
people who smuggled the pirated copies from Taiwan and Southeast Asia to the HK- 
SAR.” Some copies were destined for Canada and the United States. The syndicate 
had operated for six months and passed off the pirated products as “genuine,” selling 
them for HK$50 each in the HKSAR. Given the popularity of Korean television dra- 
mas and Japanese cartoons in Greater China, especially Hong Kong, the production 
and smuggling of pirated discs cannot be effectively curtailed. 

The Hong Kong government’s Intellectual Property (Miscellaneous Amendments) 
Ordinance of 2000 came into effect in April 2001, extending criminal penalties for 
unlicensed software from sellers to corporate users.**? A survey in 2000 showed that 56 
percent of the software sold in the HKSAR was pirated—a situation less serious than that 
in China, where the piracy rate of computer software installation without licenses was 
91 percent. In Taiwan, the piracy rate in 2000 was 54 percent. According to the Business 
Software Alliance (BSA), an organization dedicated to “promoting a safe and legal online 
world,” the HKSAR software piracy rate in 2003 remained 56 percent.” Overall, this 
represented a drop of six percentage points, compared with 62 percent in 1994.*° 

Taiwan’s software piracy rate in 2002 was lower than that of Hong Kong, declining 
from 72 percent in 1994 to 43 percent in 2002. But the figure in the PRC only dropped 
slightly, from 97 percent in 1994 to 92 percent in 2002. The BSA believed that China’s 
situation had already shown “modest improvement.” BSA director Jeffrey Hardee 
remarked that “Taiwan’s software industry more than tripled from US$224 million [in 
1994] to US$698 million [in 2002]. The multiplier effect resulting from this growth in 
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the software sector helped Taiwan’s information technology sector pump an additional 
US$2.45 billion into the economy and create 43,000 jobs.””°° Along with Indonesia 
and Vietnam, mainland China was one of the three Asian states with the highest piracy 
rates, whose economy would benefit from more forceful control of piracy.’*’ 

In Taiwan, software piracy has been kept to a relatively low level. In 2005, Taiwan’s 
software piracy rate was 43 percent—a figure maintained since 2001.7** Taiwan’s perfor- 
mance in 2005 was below Singapore’s 40 percent and Japan’s 28 percent, demonstrating 
the island republic’s relatively impressive achievement. Taiwan also performed better 
than China and Hong Kong. In 2005, China’s software piracy rate was 86 percent—one 
of the highest in the world.*°° However, the BSA praised a significant four-percentage- 
point drop in the rate in China, compared with 90 percent in 2004. Hong Kong’s software 
piracy rate slightly increased from 52 percent in 2004 to 54 percent in 2005, represent- 
ing a loss of over US$112 million. Due to international concern about software piracy, 
the PRC and Hong Kong will surely continue to improve their ratings while Taiwan is 
under pressure to maintain its relatively high standing. In short, international monitor- 
ing facilitates Greater China’s efforts at combating software piracy. 

Although Taiwan’s software piracy rate is lower than that in mainland China and 
Hong Kong, it was regarded as one of the world’s most active exporters of illegal 
optical media in 2000.** Moreover, in 1999 Taiwan accounted for 43 percent of the 
total value of pirated products exported to the United States and was the largest source 
of counterfeited CDs and DVDs. Wang Shujen has contended that the Customs De- 
partment in Taiwan lacks judicial powers, compared with its Hong Kong counterpart, 
which explains why Taiwan’s piracy problem has been more difficult to control than 
that of the HKSAR.**! 

Taiwan instituted the Export Monitoring System in 1993 to strengthen border 
control, which monitored pirated goods flowing out of the island rather than flowing 
through Taiwan. So in order to avoid customs inspection, pirates have increased their 
transshipment points. As a result, the United States demanded that Taiwan follow the 
example of the HKSAR in enacting tougher legislation to deter cross-border piracy. 

In 2002, the United States viewed Taiwan as one of the top three sources of coun- 
terfeit compact discs, along with Brazil and Russia.” According to the American 
entertainment and software industries, Taiwan’s media pirates cost them US$76 million 
in 2002. Both the Taiwan government and local entertainment industry acknowledged 
the seriousness of the situation. Many movie theaters were on the brink of bankruptcy. 
Above all, many Taiwan pirates have close connections with organized crime groups. 
As in Hong Kong and the PRC, antipiracy in Taiwan requires more effort from both 
the government and citizens. 


Prostitution 
Transborder prostitution entered the limelight in August 2003, when six mainland 


Chinese were drowned in an abortive attempt to smuggle 20 Fujianese women from 
Fuzhou to Taiwan.” The Taiwan snakeheads deceived the poor female villagers in 
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Fujian by luring them to work and “get rich quick” in Taiwan. The smuggling syndi- 
cate first selected the Fujianese women and arranged for them to be smuggled. Each 
mainland woman paid 20,000 to 40,000 yuan to the snakehead, who hired Taiwanese 
fishermen in the smuggling venture. When the Taiwanese naval police discovered 
the fishing boat carrying illegal migrants, the snakehead pushed six women into the 
sea. One of the rescued survivors told the Taiwan media that she came from Anhui, 
not Fujian, and that some people had tried to entice her to work in Fuzhou for 1,000 
yuan per month. As it turned out, the woman was illegally smuggled to Taiwan. The 
Taiwanese snakeheads cooperated with mainland smugglers to kidnap ignorant women 
and to utilize Fujianese connections for cross-border prostitution. Furthermore, the 
snakeheads had guanxi with Taiwan’s prostitution racket that indicated its preference 
for mainland Chinese women. The death of six mainland Chinese women was im- 
mediately followed by another case of human trafficking. The same month, authorities 
in Taiwan’s port of Keelung discovered a boat carrying 34 illegal migrants from the 
mainland, including 24 Chinese and three Russian women. The prostitution ring had 
attempted to import mainland Chinese and even Russian prostitutes for their clients. 

Transborder prostitution between Taiwan and the PRC is not a new phenomenon. 
As early as 2001, 500 mainland Chinese prostitutes worked in Taipei, each with five 
clients a day at NT$5,000 apiece.*™ One of them told the media that most “will return 
to China after they think they’ve earned enough money. Very few of them will quit 
prostitution and stay in Taiwan afterward.”’® Some of them went to Taiwan on the 
pretext of an arranged marriage. They worked in brothels that used contract drivers to 
transport them from one place to another. A few of the mainland prostitutes married 
the drivers and became permanent residents in Taiwan. Others caught by the police 
were subsequently deported to the PRC through the Chinese Red Cross Society. 

Since mid-2003, more mainland women have visited the HKSAR as prostitutes 
than ever before. In 2000, only two out of 10,000 mainland visitors who held two-way 
permits became prostitutes in the HKSAR. According to Guangdong police statistics, 
the number increased to eight out of 10,000 mainland visitors in 2002 and to 13 dur- 
ing the first half of 2003.°° The Guangdong Public Security Bureau vowed to bar 
those mainland prostitutes who violated the laws of the HKSAR from revisiting the 
territory within five years. 

At the same time, the number of mainland Chinese who breached the condition 
of their stay in Hong Kong increased by 60 percent, from 6,728 in 2002 to 10,773 in 
2003. Many mainlanders who overstayed in the HKSAR included prostitutes. Police 
commissioner Dick Lee avoided linking any upsurge in crime with the mainlanders, 
He stressed that PRC authorities issued individual travel permits to 1.2 million people 
in 2003 and that only 92 of 667,000 who came to Hong Kong breached the condition 
of their stay. In fact, PRC authorities sped up the process of granting two-way permits 
to mainland Chinese who applied for individual visits. It then took only a few days for 
mainlanders to obtain two-way permits that allowed them to stay in the HKSAR for 
two weeks. This allowed many mainland prostitutes to enter the territory easily. As 
one police officer told the author, when he attempted to prevent two mainland women 
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on the street from approaching his friend to offer prostitution services, they shouted 
at him and replied that they were in Hong Kong legally.**’ From the perspective of 
some local-level police, the individual visits to Hong Kong had a negative impact 
on public order. 

Cross-border prostitution became the focus of mass media in October 2003, when 
the HKSAR media reported on mainland Chinese women soliciting clients in Yaumati 
district, where hordes of mainland prostitutes who held two-way permits appeared 
on the streets every night.” They came from China’s inner provinces such as Hunan 
and Sichuan. One mainland Chinese woman remarked, “I spent 2,000 yuan to obtain 
a three-month two-way business permit. Every time I can stay in Hong Kong for a 
week and then return to Shenzhen. In Shenzhen, I can apply for the document again 
and come back to Hong Kong.” The police and Immigration Department found that, 
from January to September 2003, 7,033 mainland women were arrested for prostitution 
in Hong Kong, an increase of 207 compared with the same period in 2002. Most of 
them held two-way permits. The police submitted the data for the arrested women to 
the mainland authorities in order to ban them from visiting Hong Kong again for up 
to five years. While the Hong Kong police attempt to deal with cross-border prosti- 
tutes, bureaucratic corruption on the mainland can hamper their efforts. The arrested 
women who are repatriated to China can easily bribe their way back to Hong Kong 
in defiance of the ban. 

Prostitution in Hong Kong is characterized by continuous recruits from the PRC and 
fierce competition with Macao’s prostitution services. In April 2006, Hong Kong police 
destroyed a prostitution syndicate in Mong Kok district, where a Thai-style sauna like 
those operating in Macao was found.’” Sixty-nine mainland women ranging in age 
from 17 to 38, including ten illegal immigrants from Hunan province, were arrested. 
The prostitution syndicate required all of them to agree to anal sex with clients, who 
selected the prostitutes through a window. It charged each client HK$420, an amount 
much higher than the average HK$300 to HK$340 each in Mong Kok, where the qual- 
ity of prostitutes was “mediocre.’””’! Led by three Hong Kong people, the prostitution 
syndicate aimed to reap huge profits prior to the so-called Golden Week in early May, 
when a large number of mainland tourists would visit Hong Kong. 

Cross-border prostitution evolved in Shenzhen as Hong Kong triad members 
were arrested for organizing prostitution using high-tech equipment.’” In April 2004, 
Shenzhen police found that 12 Hong Kong people, including 14K members, used 
closed-circuit television to ensure that Hong Kong clients who solicited and selected 
mainland prostitutes were not police informants.”” In the entire process of allowing 
clients to select their prostitutes using the television, none of the organizers had to be 
present, which minimized the possibility of being caught. The prostitution den earned 
100,000 yuan per month from early 2003 to May 2004. The Shenzhen police privately 
admitted to the Hong Kong media that it was difficult to track down all the Web sites 
that used mainland prostitutes to lure Hong Kong men.”” These prostitution Web sites 
proliferated in Shenzhen despite the fact that the local police set up a surveillance team 
to monitor them. Undoubtedly, cross-border prostitution has become more complicated 
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than before; it is characterized by the use of technology and collaboration between 
Hong Kong and mainland Chinese in South China. 

In August 2006, the Hong Kong police discovered that the pattern of transborder 
prostitution dated to the 1970s, when mainland women were coerced into prostitu- 
tion in the colony.” The Hong Kong triad Sun Yee On was found to collaborate with 
PRC smugglers to coerce mainland women who were either drug addicts or in debt to 
become prostitutes in the HKSAR. Thirty mainland women were secretly smuggled to 
Hong Kong on speedboats. They were kept in safe houses, trained to be prostitutes, and 
classified into several quality categories to service different social classes of custom- 
ers. Those mainland prostitutes ranked as having “high” quality were set up to work 
in hotels and received HK$1,500 to HK$2,000 from each client; those regarded as 
“mediocre” worked in karaoke bars for HK$1,000 service with a customer; and those 
with “poor” quality were sent to prostitution dens and received HK$500 to HK$800 
for an encounter with a client. The triad-related pimps extracted a larger share from 
what the prostitutes earned, forcing them to continue to work as sex slaves and then 
smuggling them to Europe and America. In May and June 2008, the Guangdong au- 
thorities cut the number of mainland visitors to both Hong Kong and Macao because 
of concerns about security at the upcoming Olympics and cross-border crime, leading 
to a reduction in the supply of mainland prostitutes in the HKSAR. Because of the 
continuing demand for mainland prostitutes in Hong Kong, the local triads smuggled 
them into the HKSAR by using speedboats at night. Because the PRC, Taiwan, Hong 
Kong, and Macao are all de facto capitalist societies where exploitation of women is 
rampant, the return of the old pattern of cross-border prostitution is arguably a sign 
of retrogression in the fight against transnational crime. 

Cross-border prostitution has traditionally blossomed in Macao, where mainland 
prostitutes either sneak in or legally visit the MSAR. Vietnamese women were also 
found through antiprostitution campaigns.’”° Many mainland prostitutes visit Macao 
by using two-way permits and then attempt to reap quick profits during their short 
stay in the territory. Some were deceived by mainland gangs, such as a case involving 
a woman who was sold by her two Jilin friends to a prostitution ring connected with 
Macao’s nightclubs.’”” She was lured by one of the Jilin men through the Internet on 
the mainland. After the woman arrived in Macao, she was coerced into prostitution. She 
worked in Macao for a month, and her entire income of MOP$20,000 was pocketed 
by the Jilin smugglers.*” She was then sold to a pimp in Singapore, where she was 
a prostitute for a month. Subsequently, the woman was sent back to Macao, where 
she was rescued. The Macao police arrested the Jilin smugglers and transferred their 
cases to the prosecutor’s office for legal action. The heart of the problem in Macao is 
that antiprostitution campaigns have a limited impact. Some corrupt mainland police 
continue to grant permits to mainland prostitutes to visit Macao legally.’”? Mainland 
prostitutes are willing to take the risk of being arrested by the Macao police and 
repatriated to China. Compounding the problem of cross-border prostitution is the 
persistent demand for mainland prostitutes in Macao, where prostitution is an inevitable 
concomitant of the flourishing casino industry.”®° 
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Cross-border prostitution is a serious problem in Greater China, where supply and 
demand are both out of control. On the supply side, many children are smuggled by 
mainland criminals from poor provinces to Shenzhen, where there were 1,000 child 
prostitutes in June 2006.**' On the demand side, many unscrupulous Hong Kong men 
demanded that prostitution dens provide young virgins for them. A factor facilitat- 
ing the trafficking of child prostitutes in the PRC is the corruption of local police. In 
Shawei village, Shenzhen, local officials and police received bribes from gangsters 
who organized child prostitution. Child prostitutes sold their virginity to lustful and 
disgraceful Hong Kong men for at least HK$5,000. After child prostitutes grew older, 
those who were more attractive were sent to work for criminal syndicates in Hong 
Kong, Macao, and other parts of Southeast Asia. The main factors contributing to 
the grave problem of transborder prostitution in Greater China are a lack of strict 
enforcement for anticorruption campaigns targeted at Guangdong police, especially 
in Shenzhen’s infamous villages, and the HKSAR government’s failure to cooperate 
with the mainland government to severely penalize men in Hong Kong men who 
solicit mainland prostitutes, especially children.” 


Cross-Border Theft and Robbery 


Cross-border theft has also risen significantly since July 2003. In Shumshuipo district, 
theft and robbery increased threefold from 2001 to 2004.’*? Many private apartments 
and rooms in Shumshuipo were rented to mainland visitors. According to the shop- 
keepers and the mutual aid committees (housing committees set up by the British 
administration in the 1970s to control crime and improve sanitation), some mainland- 
ers were so familiar with the area that they could engage street-level theft without 
being caught. The police explained to the District Fight Crime Committee that many 
Shumshuipo residents opened the doors of their households during the outbreak of 
Severe Acute Respiratory Syndrome (SARS) from March to May 2003, a phenomenon 
that contributed to an increase in theft and robberies. Nonetheless, many residents 
and some district councilors underscored the negative impact of individual visits that 
took place after the SARS threat and generated the problem of counterfeit products in 
Shumshuipo. In May 2004, the police arrested an organized crime syndicate composed 
of seven Mongolians, who visited the HKSAR and became pickpockets targeting the 
people on the streets of Causeway Bay.’** 

The increase in theft cannot be blamed solely on the mainlanders. According to 
the Hong Kong police, mainlanders are one of three major crime groups; the others 
are local and Vietnamese gangs.”*° Theft was particularly serious in Kowloon West. 
The first two months of 2004 witnessed a jump of 42 percent in thefts in the HKSAR 
compared with January and February 2003. The districts that were most affected were 
Shatin, Mongkok, Tsimsatsui, and Causeway Bay. In order to curb the increase in theft, 
the police publicized the need for citizens to protect their personal belongings and 
conducted a public campaign with the theme of “helping the police to fight crime.” 

The theft of mobile phones has emerged as a prominent problem in the HKSAR, 
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where almost 360,000 were stolen or lost in 2003.7°° It was found that the total amount 
of the loss and theft of 100,000 cell phones a year could spur mobile operators in 
Australia to implement a system to block the use of lost and stolen phones on their 
networks. Cross-border trade in mobile phones can be a lucrative business, especially 
as the expensive camera-equipped models have become popular in Greater China. 

In June 2004, Hong Kong police arrested a mainlander who had worked with ac- 
complices to rob all the passengers in a minibus traveling from Mong Kok to Sheung 
Shui district in October 2003.?*’ The leader of the mainland theft syndicate had visited 
the HKSAR twice: the first time using a business visa and the second by applying for 
freelance visits to Hong Kong. During his third visit to the HKSAR, the police arrested 
him and confiscated his counterfeit Hong Kong identity cards and a fake bomb that 
he used for intimidation purposes. This case illustrates how some mainland Chinese 
seize the opportunity to visit the HKSAR through various means, including traveling 
on business visas and freelance visits, to participate in cross-border robberies. 

In 2006, some Macao citizens began to complain that the mainlanders’ visit scheme 
had negative consequences on Macao’s law and order.** In the northern district, elderly 
residents complained that they were the targets of mainland gangsters and that their 
personal safety was endangered. At the same time, five Macao members of the Zhuhai 
Chinese People’s Political Consultative Conference appealed to the Zhuhai govern- 
ment to improve border management at Gongbei, where pickpocketing and begging 
were rampant.** In 2005, robbery rackets composed of residents from Guangxi and 
Hunan provinces were found in Macao. The Hunan gangs developed a penchant for 
breaking into individual households. By early 2006, more Macao citizens realized the 
negative impact of having a porous border on both Macao and Zhuhai as the incidence 
of cross-border prostitution, theft, and robberies increased. In February 2006, the 
Macao police smashed a robbery syndicate composed of four Mongolians who were 
visiting Macao. Members of the syndicate had a track record of frequently visiting 
the territory. They targeted shops that lacked surveillance cameras and stole products 
ranging from clothing to mobile phones. 

In May and June 2006, robberies became commonplace in Macao. Four robberies 
took place in the apartments located at Beijing and Guangzhou streets within two 
days, leading to a loss of property valued at MOP$440,000.7"° Three Mongolians 
who visited Macao frequently were arrested within two months for shoplifting and 
snatching the handbags of local women. In another case, a luxurious villa on Coloane 
Island was robbed by gangsters. From 2005 to 2006, 50 percent of 1,133 criminal 
cases that were transferred from the Macao police to the prosecutor’s office involved 
mainland Chinese visiting the MSAR. The number of mainlanders committing crime 
in the MSAR increased from 969 in 2003 to 1,056 in 2005, many of which involved 
fraudulent practices, robbery, and theft. To fight cross-border robberies, the Macao 
police transferred all the prosecuted cases to mainland police authorities for their 
records. 

Disturbingly, the police could not arrest those who engaged in cross-border robber- 
ies until August 2006, when two Hong Kong men were arrested for committing home 
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robberies that netted MOP$1.5 million in jewelry and other personal belongings.”' 
One of the Hong Kong men had committed fraud in Macao, where the police required 
him to report to the police station every day. Staying in Macao for a year without any 
work, the man claimed that the circumstances forced him to engage in robberies. In 
response to his predicament, the Macao Daily News appealed to the Macao police to 
expedite the process of handling cross-border crime involving Hong Kong people. 
Theft and robbery inside the PRC also affect some Macao citizens. When they 
visit Gongbei, Zhuhai, their purses and handbags have become the lucrative targets 
of pickpockets. Members of the pickpocket syndicates in Zhuhai forge a hidden al- 
liance with some corrupt police. After a Macao woman reported her handbag loss 
to a mainland police station, an officer later told her she could recover her identity 
documents from a garbage can. Curiously, the police officer’s advice coincided with 
the remarks of two mainland women who had approached her and stressed that the 
identity documents would be found, but that the money would not be recovered.” 
Another Macao woman revealed to the Macao media that after she lost her handbag, 
someone advised her to recover her identity documents in a shopping mall.’” 


The Changing Patterns of Transborder Crime 


The patterns of transborder crime in Greater South China have changed over time. 
During the 1970s and 1980s, transborder crime embraced mainly illegal immigration, 
cross-border robberies of Hong Kong’s jewelry shops, airplane hijacking, and drug 
trafficking. The pattern shifted in the 1990s, when kidnapping, human smuggling, 
money laundering, and cross-border triad activities became increasingly prominent. 
At the same time, piracy and various types of smuggling also took place. Since 
2000, these criminal activities have been widening and deepening, especially after 
the implementation of the policy that allows more mainland Chinese to visit Macao 
and Hong Kong. The increase in human interactions between the mainland Chinese 
and Taiwanese has also stimulated the growth of cross-border crime. Greater China 
is now punctuated by economically driven criminal activities, such as transboundary 
prostitution, illegal workers, counterfeit products, money laundering, commercial 
fraud, drug trafficking, illegal gambling, computer crime, and cross-border theft as 
well as robberies. Hijacking airplanes is no longer popular as criminal elements find it 
too risky. The new pattern of transborder crime in Greater China reflects the immedi- 
ate impact of the deepening economic integration between the PRC, Taiwan, Hong 
Kong, and Macao. Unlike the official rhetoric that underscores the mutual benefits of 
economic integration, the reality is that economic liberalization along the PRC—Hong 
Kong—Macao boundaries has generated an increase in criminal activity in the region. 
As economic relations between Taiwan and mainland China have become closer since 
the presidential election victory of Ma Ying-jeou in March 2008, cross-border crime 
between the two places is destined to increase further. 


2 


The PRC State Response at National, 
Provincial, and Local Levels 


At the national level, the PRC state has responded actively to the proliferation of cross- 
border crime since the 1990s. The twenty-fourth session of the Standing Committee of 
the Ninth National People’s Congress (NPC) in October 2001 approved the Chinese 
government’s decision to join the International Convention for the Suppression of Ter- 
rorist Bombings.’ The State Council remarked that China’s participation would help 
stem the activities of national separatists and enemy forces both at home and abroad. 
In November 2001, China joined the International Convention for the Suppression of 
Terrorist Bombings and the International Convention for the Suppression of the Financ- 
ing of Terrorism.* On August 28, 2003, the NPC formally endorsed the United Nations 
Convention Against Transnational Organized Crime.* Because the latter convention 
calls for states to criminalize money laundering, corruption, and organized crime, it 
is beneficial for Beijing’s determination to arrest corrupt officials fleeing China. By 
August 2003, 4,000 corrupt officials—including monetary authorities, directors and 
managers of state enterprises, and financial comptrollers—had escaped from mainland 
China with their family members. 

The definition of organized crime in PRC Criminal Law matches that of the United 
Nations Convention Against Transnational Organized Crime. According to Article 26, 
Section 2, of PRC Criminal Law, criminal gangs are defined as “a relatively stable 
criminal organization formed by three or more persons for the sake of committing 
crimes jointly.”* While the Criminal Code in 1979 did not cover organized crime, 
the amended Criminal Law in 1997 has provisions against those citizens involved in 
organized crime, including those who form, lead, or participate in crime syndicates, 
overseas triad members who recruit members from the mainland, and any state em- 
ployee implicated in crime syndicate activities. 

In December 2003 the PRC signed the United Nations Convention Against Cor- 
ruption. As a signatory to the convention, the PRC cooperates with other foreign 
states to arrest corrupt officials who flee mainland China. Article | of the convention 
says that its purposes are (1) “to promote and strengthen measures to prevent and 
combat corruption more efficiently and effectively,” (2) “to promote, facilitate and 
support international cooperation and technical assistance in the prevention of and 
fight against corruption, including in asset recovery,” and (3) “to promote integrity, 
accountability and proper management of public affairs and public property.”> Article 
3 stipulates that the convention applies not only to the prevention, investigation and 
prosecution of corruption but also to “the freezing, seizure, confiscation and return 
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of proceeds” of corruption offences. Article 5 requires that each state party should 
develop anticorruption policies. Article 8 appeals to each state party to apply its own 
codes or standards of conduct for public officials. Article 14 is crucial to the PRC 
as it requires each state party to “institute a comprehensive domestic regulatory and 
supervisory regime for banks and non-bank financial institutions . . . and other bodies 
particularly susceptible to money laundering, which regime shall emphasize require- 
ments for customers, and . . . beneficial owner identification, record-keeping and the 
reporting of suspicious transactions.’”® 

Money laundering in the PRC totaled 9.3 trillion yuan in 2005 alone. Its channels 
included overseas tours, shopping, smuggling, and investment in the property, stock, 
and antiques markets.’ The Bank of China reported that in 2005 anti-money launder- 
ing agencies recovered 310,000 yuan and that 61.4 percent of the suspected activities 
took place in Guangdong and Zhejiang provinces. In October 2006, the NPC Stand- 
ing Committee approved the Anti-Money Laundering Law.’ The law stipulates that 
monetary institutions that fail to observe anti-money laundering guidelines are liable 
to a fine between 500,000 and 5 million yuan.’ The objectives of the Anti-Money 
Laundering Law are to “prevent, monitor and curb” laundering activities, to “protect 
monetary order,” and to “safeguard national economic safety.” In accordance with the 
Anti-Money Laundering Law, Article 191 of the Chinese Criminal Law incorporated 
“the crimes of corruption, bribery, disorder in monetary management and monetary 
fraud.”!° Because many corrupt officials laundered their money through their children 
who were sent to study overseas, a legal expert at Nanjing University advocated that 
all bureaucrats be required to regularly declare their assets, report the overseas stud- 
ies of their children to the authorities, and register any change in the residential and 
citizenship status of their family members.!! 

The swift response by the state at the central level to cross-border crime has been 
accompanied by provincial reactions. Guangdong province has reacted to cross-border 
crime by forging closer links with Hong Kong and Macao, on the one hand, and em- 
phasizing intraprovincial coordination, on the other. In June 2006, Shenzhen police 
used criminal intelligence from Huizhou, where a five-member Hainan gang snatched 
150,000 yuan from a jewelry store, to arrest all its members. '? In August 2006, a police 
agreement was reached between Shenzhen, Dongguan, and Huizhou, where the police 
are required to take joint action in combating crime, establish telephone hotlines for 
communications, provide mutual support without undue delay, return proceeds of 
crime to another jurisdiction without any confiscation, conduct simultaneous arrests 
of criminal suspects, and to repatriate criminal elements cooperatively.' Interregional 
and intraprovincial cooperation is Guangdong’s reaction to cross-border crime in 
Greater China in general and the Pearl River Delta in particular. 

Local governments face many obstacles in tackling cross-border crime effectively. 
The crux of the problem is that some local officials and CCP members have already 
formed a symbiotic relationship with triads from Hong Kong, Macao, and Taiwan, 
obstructing the fight against cross-border crime. Local-level officials often provide 
a protective umbrella under which prostitution, underground casinos, and money 
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laundering are tolerated. From the perspective of stimulating economic development 
of localities, the line between criminal enterprises and legitimate activities is vague. 
Local officials see vice establishments as business opportunities that propel economic 
growth. Occasionally, local governments take action against criminal activities, but 
these are cosmetic attempts to satisfy the demands of provincial and central govern- 
ments. Zhuhai, for example, set up “cultural teams” to fight crimes in gaming centers, 
Internet cafés, and prostitution dens, and illicit cross-border reception of television 
programs from Hong Kong and Macao."* The teams provided telephone hotlines for 
citizens to report vices. But anticrime efforts were implemented halfheartedly. The 
local-level state constitutes the most problematic challenge in the PRC’s fight against 
domestic and cross-border crime. 


Response at Provincial and Local Levels: Guangdong, Shenzhen, 
and the Pear! River Delta 


Despite the Guangdong provincial government’s determination to combat crime, the 
alliance between criminal elements and bureaucratic corruption remains a frustrating 
problem in the province. At the annual meeting of the people’s congress in Guangdong 
in February 2004, prosecutor Zhang Xuening ensured that priority was given to the 
investigation of 1,239 cases involving high-level officials and large sums of money.’* 
In 2003, the Guangdong people’s court settled 950 corruption cases in which 1,185 
people were found guilty. Of those who were convicted, 46 were government officials. 
The courts handled 52,980 criminal cases, an increase of 12 percent over the level in 
2002. It delivered verdicts that imprisoned 67,458 people, a rise of 14 percent over 
the previous year. 

In 2003, the author’s formal request for an interview with the chief of the Guang- 
dong Public Security Bureau was denied because, according to an insider, the Chinese 
authorities regarded Guangdong as having a serious crime problem.'* The implication 
was that granting an interview with the police chief in Guangdong might have the 
unintended consequence of leaving an undesirable impression of law and order in 
the province. From May to August 2003, Guangdong’s criminal cases increased by 
50 percent, particularly in the categories of robbery and theft.'’ In 2005, an average 
of 70 car thefts took place daily in Guangdong, which is the province most seriously 
plagued by stolen mainland-made cars and motorcycles.'* In 2004, 87,000 incidents 
of car theft occurred in Guangdong, comprising one-fourth of the province’s criminal 
cases. Robberies and thefts increased from 78 percent of Guangdong’s criminal cases 
in 2002 to 84 percent in 2005. Criminal activities became more “sophisticated,” focus- 
ing on the use of cell phones, the stealing of personal data through cyberspace, and 
the duplication of telecommunication code numbers. Finally, juvenile delinquency 
became a serious problem from 1998 to 2003 as the average age of criminal offend- 
ers decreased from 17 to 15 years old. Most first-time offenders were between the 
ages of 14 and 16. 

In response, some cities in Guangdong witnessed the emergence of vigilante groups 
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composed of citizens volunteering to combat crime.'? Members of these groups con- 
ducted part-time patrols, registered their interest through the Internet, and were required 
to pass an interview to gain admission. One group of 78 members captured pickpockets 
in Guangzhou. Its members used iron bars for protection, avoided carrying knives for 
self-defense, and hid their identities to prevent against retaliation. The vigilante teams 
were community policing groups that emerged due to the inadequacy of formal police 
protection. In one case, 20 students from the Guangzhou Physical Education Institute 
teamed up in September 2005 and captured criminal suspects. They monitored bus 
stops and used binoculars to track down campus thieves. In Huizhou, 80 residents 
registered online to form a civilian counter-pickpocket squad. While some Internet 
commentators refer to the anticrime community groups as an indication of a failure 
of police work, the police see them as beneficial to the maintenance of law and order. 
Without professional and legal training, a few vigilante groups detained and beat up 
suspects, raising public concern about whether they had violated the law. Overall, the 
birth of vigilante groups reflects the worsening of crime in Guangdong. 

In 2006, Guangzhou took stronger measures to combat crime. The city’s police 
force established an undercover branch that imitated its Hong Kong counterpart and 
collected criminal intelligence instrumental in the demise of gangster organizations.” 
About 500 special police officers were dispatched to patrol the streets in the latter half 
of 2006. In October 2006, the Guangzhou railway police were ordered to eradicate 
theft, robbery, and fraud from the Guangzhou railway station within two years. Due to 
the complex background of many passengers, migrants, and criminal elements at the 
Guangzhou railway station, the police decided to install 330 surveillance cameras at 
the station to deter crime. The Guangzhou police cooperated with law enforcement in 
Dongguan and Shenzhen to dismantle a cross-boundary crime syndicate that engaged 
in kidnapping, illicit gambling, and smuggling. A persistent problem in Guangzhou is 
the quantity of unregistered migrants. In 2006, 3.4 million people who registered as 
residents of Guangzhou came from elsewhere and an additional 1.6 million migrants 
who stayed in the city did not register with the authorities.?! From 2003 to 2006, 61.7 
percent of the 150,000 criminal cases involved migrants from outside Guangzhou, 
which reflects the city’s transient nature and the high incidence of criminal activities 
among the migrants. 

Shenzhen’s crime situation was similar to that of Guangdong in 2004. The Shen- 
zhen government publicly recognized the severity of its crime problem. Officials were 
concerned about the negative effects of crime on investment in the special economic 
zone (SEZ) by Hong Kong businesspeople. The first eight months of 2003 witnessed a 
17.2 percent increase in criminal cases in Shenzhen, compared with the same period in 
2002.” One taxi driver complained to a Hong Kong reporter that police manpower was 
insufficient and that it was futile to report crime to the police. In 2003, the population of 
Shenzhen approached 10 million, but individuals with hukou (household registration) 
numbered merely 1.5 million. Ninety percent of Shenzhen’s criminal cases involved 
the transient population. In 2006, 7 million of the 12 million residents in Shenzhen 
were migrant workers from provinces outside Guangdong.” In 2004, Baoan district in 
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Shenzhen witnessed 18,000 robberies, compared with 2,182 in Shanghai, which had a 
population of 18 million that year. Compounding Shenzhen’s public disorder was the 
reluctance of some police to handle crime in a determined manner. An incident involv- 
ing the death of a young man from Hubei province in the police detention center led 
to public criticism, which had a dampening effect on police morale. According to the 
acting mayor, Li Hongzhong, the Shenzhen government would spend 400 million yuan 
to hire 3,000 additional officers to bring the force up to 15,200 police. Even with this 
increase in manpower, the Shenzhen police force is only half the size of the HKSAR 
force. Hong Kong’s 35,000 officers cope with a population of 7 million citizens. In 
terms of the ratio of police to residents, each Hong Kong police officer safeguards 
approximately 200 citizens, whereas each Shenzhen officer protects 670 residents. 
The undermanned Shenzhen police force must be replenished if the authorities intend 
to improve law and order in the notoriously crime-infested city. 

In October 2003 Shenzhen requested security reinforcement from Beijing. The 
central government sent 5,000 paramilitary People’s Armed Police (PAP) to patrol the 
SEZ streets. The PAP became an effective deterrent to street criminals, such as pick- 
pockets and muggers who targeted visitors from Hong Kong. Crime dropped as a result 
of the PAP reinforcement, but, as Li said, the Shenzhen municipal government must 
shoulder responsibility for maintaining public security. The SEZ is the PRC’s busiest 
entry and exit point and has a large number of job seekers from the inner provinces.» 
Li called for closer cooperation between Hong Kong and Shenzhen, realizing the im- 
portance of intracity coordination in the crackdown on transborder crime. According 
to the Hong Kong police, after communication mechanisms were established with 
Shenzhen at checkpoints such as Lo Wu, Lok Ma Chau, and Man Kam To, the cases 
of robbery, theft, and fraud declined from 373 in 2004 to 209 in 2005.” In September 
2006, the Shenzhen police installed 64 surveillance cameras on the Chinese side of 
Lo Wu, protecting the personal safety of Hong Kong visitors. 

Mainland crime syndicates have traditionally viewed the Hong Kong people as 
lucrative targets. In Shenzhen, women have been used as bait to entice men from Hong 
Kong and Taiwan, who are often kidnapped and robbed. Many Hong Kong victims do 
not report offenses to the police because of the time it would take to provide evidence 
to the mainland police and the likelihood that family members would be made aware of 
their experience. One former Hong Kong police officer revealed that, after he became 
a businessman traveling to South China, he was robbed by gangsters several times 
in Shenzhen and Guangzhou from 1990 to 2003. His losses totaled HK$300,000. In 
2003, the Shenzhen police smashed a motorcycle gang with 50 members who used 
traffic accidents as a pretext to kidnap and rob Hong Kong container truck drivers.” 

Shenzhen’s crime rate soared 57 percent from 2002 to 2003, including a 75 percent 
increase in kidnapping, 35 percent increase in murders, and 38 percent increase in 
assaults.** In March 2004, the police arrested 29 members of three triads involved in 
kidnapping and robberies: the Hunan Gang, the Hubei Gang, and the Jiangxi Gang.” 
In June 2004, a three-member gang disguised themselves as travel agency staff, steal- 
ing 69 train tickets that were later refunded at the Shenzhen railway station. The same 
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month, Shenzhen police dismantled a four-member crime syndicate that kidnapped a 
Hong Kong man traveling from Dongguan to Shenzhen. The police also destroyed a 
kidnapping racket led by three Hong Kong men who used marriage introduction ser- 
vices as a means to lure Hong Kong victims, asking their families to pay a ransom of 
HK$100,000 each.*° Robbery and deception involving Hunan gangsters are common- 
place.*! In June 2006, the Shenzhen police appealed to the Hong Kong people to avoid 
using illegal taxis, called “blue licensed cars” because they did not have government 
licenses, which cooperated with mainland gangs to rob Hong Kong passengers.*” 

While Shenzhen’s rising crime is attributable to migrants from other provinces, 
Guangdong’s law and order problem was blamed in part on illegal immigrants. In 
2004, the Guangdong police discovered 8,000 illegal workers and individuals who 
overstayed their visas.** Some illegal immigrants came from Southeast Asia and Africa. 
In one case, an illegal immigrant overstayed in Guangdong for 400 days. Some entered 
China on tourist visas and then enrolled in training courses offered by Southeast Asian 
enterprises in Shenzhen. Their intention was to become domestic workers in Hong 
Kong. In another case, a German illegal immigrant was a criminal suspect wanted by 
INTERPOL and the German police. He was eventually arrested by the Guangdong 
police and extradited to Germany. From 1996 to 2006, Shenzhen deported 63,000 
foreigners who overstayed in the SEZ.** Of the 10 million foreigners traveling in and 
out of Shenzhen every year, 13,000 regularly reside in the city. The Shenzhen govern- 
ment views illegal entry, work, and stay as the “three poisons.” 

In July 2006, the Shenzhen government decided to implement a resident identity 
system to control its 12 million residents, especially migrants from other provinces.* 
Individuals who arrive in Shenzhen are required to register for their identity cards 
within 30 days. The Shenzhen residency card system is similar to Canadian social in- 
surance numbers and Hong Kong identity cards. Shenzhen residency cards are divided 
into A and B classes. The former class has the rights of abode, employment, educa- 
tion, and medical care in Shenzhen, whereas the latter allows a six-month temporary 
permit for renting a room or an apartment. The implementation of a tighter resident 
registration system should improve crime control in Shenzhen. 

Crime in Guangdong has affected Hong Kong businesspeople to such an extent 
that they eventually organized themselves to lobby the local governments for positive 
changes. In July 2006, the Association of Pearl River Delta Enterprises held a meeting 
with the Guangdong police to express its deep concern over four major problems: 
highway robbery, factory insecurity, the shortage of police manpower, and the worsen- 
ing public order.*° Thirty Hong Kong representatives voiced their grievances. 

The first issue discussed at the meeting was the rapid deterioration of public secu- 
rity in Dongguan. In the 1980s, residents in Dongguan could leave the doors of their 
homes open at night. Since then, Dongguan’s population had increased to 1,000,000, 
but the number of police remained 8,000. The second issue to be addressed was the 
fact that 80 percent of the police manpower in Guangdong was deployed to only eight 
major cities in the Pearl River Delta region, making their presence minimal in rural 
areas. As more Hong Kong businessmen were encouraged to move their factories to 
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rural Guangdong, they demanded that the Guangdong police strengthen patrols in the 
countryside. In response, the Guangdong police promised to reallocate their resources 
and manpower to improve coverage in rural areas. Third, it was pointed out that 60 
percent of the 81 factories owned by Hong Kong businessmen spent an average of 
40,113 yuan per year to tighten security against theft and robberies. The Hong Kong 
businessmen complained that security concerns had already eaten into their economic 
profits. One toy factory hired security personnel ranging from the lowest salary of 
2,000 yuan to the highest of 4,000 yuan per month, which cost the factory a total of 
2.16 million yuan per year. The Guangdong police emphasized that the Hong Kong 
factories should hire private security firms that had three months of police training 
rather than using guanxi to employ friends and relatives without police experience and 
professional training. Then the Hong Kong representatives vented their anger about the 
unresponsive emergency telephone hotline (110) that some of them had used to make 
urgent calls about highway robberies. In response, the Guangdong police embarked 
on anew 24-hour telephone line that was to be available to Hong Kong businessmen. 
Finally, 42 percent of the criminal cases affecting Hong Kong—owned factories were 
related to thefts and robberies. Each case incurred an average loss of 17,025 yuan 
to Hong Kong businessmen. Clearly, the Guangdong police failed to address the 
deteriorating public order. Unless domestic crime in Guangdong is controlled, many 
Hong Kong businessmen will remain reluctant to relocate their factories to areas 
where police presence is weak. 

To alter the regional image of Guangdong as out of control, the police at the munici- 
pal and provincial levels adopted a variety of measures. In July 2006, the Guangzhou 
police announced that household robberies and street-level theft in the provincial 
capital declined by 22.5 percent during the first half of 2006, in comparison with the 
same period in 2005.*’ Maintaining the anticrime momentum, the police placed their 
emphasis on curbing household robberies, triad activities, drug trafficking, and the 
theft of electrical wiring. With the burgeoning economic growth, criminal syndicates 
cast a covetous eye on electrical wires on the streets. They used the stolen electrical 
wires for profit-making activities, such as selling them to electricians and installing 
them in factories. The Guangzhou police planned to professionalize private security 
firms through professional training and regular communications. It also implemented 
a new system of performance appraisal by underscoring the significance of reducing 
robberies and theft. 

In December 2006, the Guangdong Public Security Bureau reinforced the existing 
31,000 police officers in 21 cities by expanding the number of private security person- 
nel from 240,000 in 2006 to 400,000 in 2007.*8 The idea was to deploy more private 
security firms and personnel under the supervision of the provincial and municipal 
police, maximizing the capacity of crime control. In 2005, half of the 10,000 police 
inquiries made to the Guangdong Psychological Health Service Center for Police 
concerned work pressure and personal/family problems. Guangdong police have been 
under tremendous pressure; some Dongguan police reportedly worked for twenty to 
thirty hours consecutively and suffered sleeping disorders. In 2006, there were 121 
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private security firms hiring 14,000 employees; 71 security armored companies re- 
cruiting 4,100 officers; and 4,100 company-initiated security agencies with 214,000 
workers. All these private security firms helped Guangdong arrest 40,000 criminal 
suspects in 2005; it cost the lives of 39 officers. Although private security companies 
contribute much to the maintenance of law and order in Guangdong, it remains to be 
seen whether their expanded ranks will be immune to criminal infiltration. Another 
problem is whether the Guangdong police will be able to effectively monitor all the 
private security firms. Overall, the need for Guangdong police to consolidate the pri- 
vate security apparatus illustrates the acute manpower shortage, which has directly 
impinged on crime control in the Pearl River Delta. 


Persistence of Art Crime 


Works of art and cultural relics provide a legal channel through which criminal ele- 
ments can launder money. Auctions of Chinese antiques and cultural treasures in 
Hong Kong can bring astronomical prices, reflecting a hidden process of deliberate 
investment by some mainland Chinese whose sources of income are questionable. Yet 
some mainland businesspeople have received official support in buying back Chinese 
treasures from foreign auction houses.*? According to Article 151 of the 1997 Crimi- 
nal Law, the penalties for smuggling cultural relics are a fine and at least five years 
in prison. “Extraordinarily serious” offenses are penalized by “life imprisonment or 
death, with forfeiture of property.’“° As early as 1987, the PRC Ministry of Culture 
published a circular to divide cultural relics into grades. Grade one relics are symbols 
of Chinese culture and rare treasures, grade two includes items of profound historic or 
scientific value that are “widely found,” and grade three objects are “important relics 
‘with certain defects.””*! In 1998, Premier Zhu Rongji was determined to eliminate 
smuggling by singling out two major causes: bureaucratic corruption and weak law 
enforcement. A farmer in Hebei province was sentenced to death for stealing and ac- 
cidentally shattering Beijing’s oldest statue of Buddha, which had been officially listed 
as arare relic since 1957. Two accomplices were sentenced to life imprisonment. The 
construction of the Three Gorges Dam provided an opportunity for organized crime 
groups to plunder national treasures. The Chongqing court imprisoned seven people 
for ransacking the Buddhist cave temple site of Dazu in Sichuan province.* 

The execution of billionaire Hou Linshan in Shanxi province in 1997 represented 
Beijing’s determination to impose the death penalty on art criminals. Hou ran trading 
firms and contributed generously to local charities and CCP officials. However, Hou’s 
organized crime group used “short-wave radios, directional blasting devices, guns 
and getaway jeeps to break into tombs with military precision.’”** His gang shipped 
national treasures out of China through Hong Kong. From 2002 to 2006, the PRC 
spent 50 million yuan to recover 204 treasures overseas. Yet in spite of the prosper- 
ous antiquities trade in Hong Kong, the smuggling of Chinese treasures in and out 
of the city remains relatively hidden. After the execution of Hou in the PRC in 1997, 
practitioners of art crime in Greater China have not been easy to apprehend. 
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Internet Crime 


The PRC state continues to monitor Internet crime vigilantly, as cyberspace can be a 
means for political dissidents to challenge CCP legitimacy and for criminal elements 
to endanger public security. The Chinese government has cracked down on the growth 
of pornography Web sites. In August 2006, the police in Shanxi province discovered 
“the largest pornography Web site,” which provided 40,000 obscene pictures and at- 
tracted 600,000 registered users.*° The Web site utilized a server in the United States 
and frequently altered its IP address. In 2006, nine mainland Chinese organizers were 
arrested by the police for operating another three pornographic Web sites with 11 mil- 
lion visitors. They charged each user an annual registration fee of 199 to 266 yuan, 
and a permanent membership fee of 3,999 yuan. Users could advertise on the Web 
sites by paying 1,000 yuan to 3,000 yuan per month. The crime syndicate netted a 
total profit of 200,000 yuan. Although their pornography Web sites were dismantled, 
the relatively long period taken by the police to monitor them revealed the hidden 
problem of cross-border computer crime in China. 

Some hackers in the PRC are triad- members who cheat Web users, threaten Web 
site owners, and sell products that will hurt the competition.” In 2001, mainland 
Chinese hackers attacked American Web sites and realized the commercial value of 
committing computer crime in China. Usually, mainland hackers control a number 
of computers as camouflage to hide their criminal activities. Some Web sites in the 
PRC advertised computers that could be “rented” by hackers for illegal purposes. 
In late 2006, 11 people in Shenzhen were arrested for hacking into government 
and commercial Web sites, and stealing the personal data of individuals who par- 
ticipated in online shopping.** The syndicate had accomplices in Changchun and 
hired 30 employees, demonstrating the cross-provincial nature of Internet crime 
in the PRC. 

Although there is no evidence that China’s computer crime has a profound impact 
on Hong Kong, Macao, and Taiwan, the 2006 World Cup soccer tournament alarmed 
law enforcement authorities in Greater China because illegal gambling syndicates 
received bets through Web sites hosted on the mainland. According to the Ministry 
of Public Security, Internet gambling totaled 1.2 trillion yuan from the PRC, and 90 
percent of the bets involved the collusion of mainland triads and government officials.” 
Most of the gamblers were middle- and lower-class citizens, including private-sector 
employees and civil servants. 


Antidrug Trafficking Campaigns 


The PRC government used heavy penalties in their fight against drug trafficking. In 
June 2004, Guangdong authorities destroyed 2.5 tons of heroin, and four drug traffick- 
ers were executed in Yunnan province.*° The same month, three Hong Kong residents 
leading a drug syndicate received suspended death sentences in Guangzhou for produc- 
ing 600 kilos of the drug ecstasy. Another Hong Kong man and a Canadian Chinese 
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received 12 to 15 years in prison, respectively; two mainland Chinese were jailed for 
life; and eight others received sentences of 11 to 15 years.*' The drug syndicate estab- 
lished underground factories in Guangzhou, which had 21,500 drug addicts, who spent 
4 billion yuan on drugs. Just days before UN’s 2006 International Day Against Drug 
Abuse and Illicit Trafficking, the Guangzhou court sentenced three drug traffickers 
to death, including a Hong Kong man. The event was not covered extensively by the 
Hong Kong media so the death sentence’s deterrent impact was limited. 

Antidrug campaigns are regularly launched to dismantle drug rings. Most drugs 
used in the PRC are imported from the Golden Triangle, but some are manufactured 
locally in the PRC. In October 2005, the Guangzhou police destroyed a drug traf- 
ficking racket that exported drugs to Australia. In 2005, Afghanistan produced 4,100 
tons of opium, which was 85 percent of world production. The same year there was 
an increase in the amount exported to China.** In 2005 alone, 58,000 drug dealers 
and addicts were arrested in the PRC and 1,550 drug rings were broken. Overseas 
drug syndicates smuggled all kinds of drugs to China using sea and air routes. In 
April 2006, Zhongshan, Guangzhou, Jiangmen, Shenzhen, and Zhuhai police were 
mobilized to arrest 12 members of a drug trafficking syndicate that exported drugs 
from China to Sri Lanka by sea.** The major transit points for drug trafficking are 
the cities of Kunming, Guangzhou, and Shenzhen.™ The inflow and outflow of drugs 
has triggered a swift government response, though it cannot stem the tide of drug 
trade in China. 

One obstacle to the success of the PRC’s campaigns against drug trafficking is an 
influx of young people from Hong Kong who go to the mainland for cheaper drugs. 
Ecstasy and methamphetamine are available on the mainland at a much lower price 
than in Hong Kong. In response to the increase in Hong Kong youths consuming drugs 
in the Pearl River Delta, the mainland police treat them as local residents, arresting and 
educating them on the dangers of drug abuse.** In December 2006, Shenzhen police 
arrested 260 Hong Kong people in Lowu district’s entertainment centers for illegal 
drug use, leading to confrontations between some Hong Kong residents and mainland 
disciplinary officers. Twenty Hong Kong residents were detained for 30 days after 
urine tests confirmed their illicit drug abuse. The new yanda (strike hard) campaign 
launched by the Shenzhen police in late 2006 was different from past efforts. The new 
antidrug policy was to detain offenders administratively for 15 days and to impose a 
fine of 1,000 yuan on each of them. If the offenders committed serious crimes, they 
were sent to drug rehabilitation centers for one year. Hong Kong people who were 
detained after 15 days on the mainland were released to the Hong Kong police, who 
followed up on each offender with the Social Welfare Department and revoked his or 
her mainland return permit for three years. This new policy in Shenzhen and Hong 
Kong aims to deter cross-border drug offenders. Yet, as long as many Hong Kong 
youths lack sufficient education about the serious consequences of their obsession with 
drugs, their frequent visits to the mainland for cheaper and readily available drugs will 
persist. As in Hong Kong, the mainland Chinese youths are increasingly vulnerable to 
drug abuse; 69 percent of the young drug addicts in 2005 were below age 35.*° The 
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challenge of both mainland China and Hong Kong is to educate the youth and reduce 
their temptation to fall into drug addiction. 

Mass trials of drug traffickers are held to demonstrate to citizens the heavy penal- 
ties that will follow prosecution. Local governments in Guangdong were mobilized to 
implement an antidrug policy. In Zhuhai five drug traffickers were sentenced to death. 
One of them was a Taiwan citizen transporting heroin from Bangkok to Zhuhai, and 
then from Macao to Taiwan. Another smuggler was a Macao citizen collaborating 
with mainlanders to engage in the drug trade between Zhuhai and Macao. The modes 
of drug trafficking in Guangdong have become more diversified: drugs are concealed 
in tea tins, hidden luggage compartments, hollowed-out wooden materials, air con- 
ditioners, and scrap metals used to make containers. The main destinations for drugs 
exported from Guangdong include Europe, North America, Africa, the Middle East, 
Japan, Taiwan, and Hong Kong. 

Cross-border drug trafficking has revealed a new pattern in which the so-called 
Golden Crescent region, composed of the border areas of Afghanistan, Pakistan, 
and Iran, increased the supply of heroin from 1 ton in 2000 to 7 tons in 2006.°’ The 
PRC police are concerned about the likelihood of drug traffickers cooperating with 
“separatists,” from the Xinjiang Autonomous Region, an alliance that would pose 
a national security threat to China. Urumqi, Xinjiang, has become a transit point 
for drug traffickers transporting heroin to Hong Kong, Shanghai, and Beijing. 
In 2005, the PRC cooperated with Pakistan to smash drug trafficking syndicates 
that involved 36 people; nevertheless, Xinjiang’s 17 entry points have become 
hubs for drug traffickers. Some of these trafficking operations are family-run, but 
others are more “professionalized.”*’ One drug trafficking syndicate discovered 
in Pakistan paid individuals from Africa US$4,500 each to conceal 1,000 kilos of 
drugs in their bodies and transport them into Urumqi, Guangdong, Hong Kong, 
and Jakarta. 


Combating Highway Robberies 


Car-crashing syndicates were highlighted in March 2005 by 90 Hong Kong and Ma- 
cao members of the Chinese People’s Political Consultative Conference, including 
Hong Kong actress Lisa Wang, who was pursued by mainland thugs while driving 
her car. A bill initiated and jointly signed by the Hong Kong and Macao representa- 
tives prompted the Guangdong police to combat highway robbery. From April to 
May 2005, police in the Pearl River Delta were mobilized to strike hard at highway 
robbers. The Guangdong police admitted that car-crashing syndicates were common- 
place in Guangzhou, Shenzhen, Zhuhai, Foshan, Zhongshan, Jiangmen, Huizhou, 
and Dongguan. To prove to the Hong Kong and Macao political elite that mainland 
law enforcement took highway safety seriously, the police in the eight cities set up 
command centers to eliminate highway gangsters. The Guangdong police appealed 
to all car drivers to remain vigilant with regard to highway robberies and established 
communication channels between Dongguan, Shenzhen, and Huizhou. In December 
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2006, an operation involving police in Shenzhen, Huizhou, and Dongguan inspected 
3,000 vehicles and broke up 18 highway robbery gangs that included 215 members.” 
The three cities also signed a cooperative agreement establishing joint police action 
in an interregional liaison to combat cross-boundary crime. 


Tackling Counterfeiting and Fraud 


Since the inception of economic modernization in the mid-1970s, fraud has become 
increasingly rampant, necessitating the action of state agencies to squelch its growth. 
In an effort to eradicate the manufacture and sale of fake brand cigarettes, the Chinese 
government confiscates and destroys them. However, shortly after Zhuhai’s customs 
officials set fire to illicit cigarettes in May 2004, many citizens flocked to the scene 
to look for any that survived the fire.°' Members of the public must be educated on 
the profound importance of respecting intellectual property rights. 

Heavy penalties are imposed on criminal offenders who engage in fraud. In Sep- 
tember 2003, Fujian province’s people’s court ruled that a Taiwanese who produced 
counterfeit cigarettes had to pay a fine of 2 million yuan and received a sentence of 
14 years. Two months later, the court in Jiangmen sentenced a Hong Kong person 
involved in the production of counterfeit cigarettes to six months’ imprisonment. His 
crime syndicate had to pay a fine of 1.9 million yuan. 

The Guangdong police made an effort to tackle credit card fraud, which often 
involves cross-border syndicates from Hong Kong and Taiwan. In April 2006, the 
Shenzhen police used intelligence gathered from its Hong Kong counterpart and 
smashed a credit card fraud syndicate.” The syndicate produced 41,000 counterfeit 
credit cards, including Visa, MasterCard, American Express, and Japan Credit Bu- 
reau (JCB) cards. In May 2005, the Commercial Crime Bureau of the Hong Kong 
police started providing intelligence to the Guangdong police about the credit card 
syndicate. After an investigation, the Shenzhen police ended the syndicate’s illegal 
activities. 

Counterfeit renminbi notes have become a serious problem in Guangdong since 
2005, when the currency was revalued by the PRC government. Criminal elements 
began to produce fake banknotes and coins. A fake banknote of 100 yuan could be 
purchased for 13 to 15 yuan in 2006. In September 2006, a mainlander from Guangxi 
province was found to be carrying 10,000-yuan counterfeit bills for shopping in Macao. 
From January to August 2006, the Hong Kong police uncovered 3,000 counterfeit 100- 
yuan banknotes. The Guangdong police smashed 11 criminal syndicates that produced 
counterfeit renminbi in 2005. Police also discovered counterfeit PRC banknotes in 
Guangdong and Hunan provinces. The mainland police destroyed a syndicate that had 
circulated 1.9 million fake coins.™ 

Infringements on intellectual property rights have recently joined the list of 
fraudulent practices in the PRC. Since July 1, 2006, individuals and firms distrib- 
uting illegally copied music, movies, photographs, and text over the Internet have 
been slapped with fines of up to 100,000 yuan.® Computers and other hardware used 
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to produce and distribute pirated materials have been confiscated by officials. Pirated 
products include Harry Potter novels, Microsoft software, Louis Vuitton handbags, 
and newly released music and movies. 

Antipiracy campaigns are launched regularly. From January to April 2006, the cus- 
toms department at Baiyun airport in Guangzhou confiscated a wide range of pirated 
products, including clothing, shoes, handbags, watches, cameras, and other electrical 
appliances with a total value of 100,000 yuan. The famous brand names affected 
by pirated goods were Gucci, Nike, Adidas, Sony, Motorola, and Nokia. According 
to Guangzhou customs, the confiscation of pirated goods increased sharply after the 
promulgation of the PRC Intellectual Property Rights Customs Protection Law of 
March 1, 2004. The law states that any traders or agents who fail to report imported 
or exported illicit goods to customs can be fined up to 50,000 yuan. This relatively 
light penalty fails to act as a deterrent against piracy. 

Although the International Federation of Phonographic Industry (IFPI) initiated 
roughly 100 Internet-related civil cases in the PRC to pursue those who violated 
intellectual property rights, the legal costs exceeded the benefits.°’ The IFPI filed 
complaints with the government, which then tried to prosecute offenders. Those who 
distribute pirated copies of copyrighted movies or music on the Internet in China can 
be fined 100,000 yuan. It remains to be seen whether this penalty will deter violators 
who lack respect for intellectual property rights. 

Some local interest groups resist efforts by the central government to protect 
intellectual property rights. The National Copyright Bureau proclaimed in 2006 that 
karaoke clubs would have to pay a basic copyright fee of 12 yuan per day; this policy 
was opposed by 100 members affiliated with the Guangzhou City Cultural and En- 
tertainment Association. They argued that the central government had not consulted 
the owners and operators of karaoke clubs and that the proposed fee was unfair. The 
Shanghai Entertainment Association also raised an objection to the policy, claiming 
that it reserved the right to legal action. 

During a visit to the United States by PRC President Hu Jintao in April 2006, 
the U.S. government exerted pressure on China to improve the protection of intel- 
lectual property rights. PRC Deputy Minister of Commerce Jiang Zengwei admitted 
that “intellectual property crime is still a very serious problem,” but that China had 
enacted laws and regulations to cope with it.” U.S. government officials complained 
that rampant piracy in China had cost American companies billions of U.S. dollars 
a year. Seventy percent of pirated goods seized by U.S. customs in 2005 originated 
in China. In response to American complaints and pressure, the PRC government 
launched a 100-day antipiracy campaign from July to October 2006, confiscating mil- 
lions of illegal CDs and DVDs as a sign of determination to eliminate pirated movies 
and computer software. In July and August 2006, 89,000 shops and street vendors 
were raided as part of the antipiracy campaign. In November 2006, Beijing issued a 
directive saying that business enterprises that engaged in the distribution of pirated 
CDs would be fined from 10,000 to 50,000 yuan. Enterprises selling the pirated CDs 
could have their licenses revoked. 
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In 2005, the PRC government launched anticasino and antigambling campaigns. 
These included a nationwide antigambling crackdown by PRC police in which 10,000 
people were arrested and 400 illegal gambling dens were closed down.” In Jiangsu 
province, 77 gambling syndicates were smashed and gaming equipment worth 25 
million yuan was confiscated. In Fujian province, 2,178 gamblers were detained. In 
Jilin province, 419 mahjong parlors operating under the guise of recreation centers 
for the elderly were shut down. Chinese officials regard gambling and the operation 
of casinos as organized crime activities that are protective of corrupt bureaucrats who 
embezzle government funds and support an incessant outflow of state assets. Except 
in Macao, where the government officially allows casinos, some 200 casinos along 
the Chinese border with Russia, North Korea, Vietnam, Laos, and Myanmar (Burma) 
became the target of closures. 

The antigambling and anticasino campaigns lasted for five months, from January 
to May 2005. Minister of Public Security Zhou Yongkang asserted, “We’ ve declared 
war on gambling [and] we must stop the spread of this illegal activity.””’ The PRC 
government lobbied North Korea and Myanmar to shut down casinos on their side of 
the border and set up 24-hour hotlines and Web sites to encourage citizens to report 
on gamblers. The campaign yielded positive results as almost a hundred casinos were 
immediately closed down. Hundreds of thousands of gamblers, mostly officials, were 
questioned, detained, arrested, and fined. At one point it was rumored that the entry 
point to Macao at Hengqin Island in Zhuhai was temporarily closed because Beijing 
was furious about tours organized for mainland citizens and officials to gamble in 
Macao.” The Ministry of Public Security announced that the number of casinos along 
the border had been reduced from 149 in 2005 to 28 in early 2007." Yet economist 
Hu Xingdou contended that “Gambling is a big part of Chinese human nature. Trying 
to ban it completely is just not going to happen.” The Chinese Center for Lottery 
Studies at Beijing University estimated that China lost overseas gambling bets that 
totaled 72 billion yuan in 2004, an increase of 48 billion yuan over 1997. 

Indeed, not all the casinos within and bordering China were shut down as guanxi 
became a protective shield for some of them to survive amid the strong antigambling 
mood. One resident from Ruili working in a casino along the Burmese border revealed 
that “If you have good connections, you can stay in business even when the others 
are closed down.”” After the antigambling campaign ceased, many casino operators 
secretly reopened for business. Sociologist Zhou Xiao-zheng said, “We call these 
campaigns a ‘gust of wind.’ It blows the dust away, but as soon as the wind stops, the 
dust comes back.” 

Anticrime campaigns have limited long-term impact but in the short term they can 
remind the general public, and corrupt officials in particular, about the hazards associ- 
ated with illegal gambling. The publicized arrest of Cai Haowen, a middle-ranking 
transport official from Jilin province, served as a reminder to other bureaucrats who 
might plan to gamble in Macao. Cai lost 330,000 yuan in 27 gambling trips to a North 
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Korean casino owned by a Hong Kong triad boss. In July 2006, a township chief in 
Dongguan went to gamble in Hong Kong and Macao 257 times between 2000 and 
2004 and lost 90 million yuan.” In 2004 alone, he visited Hong Kong and Macao 
67 times for gambling activities.’ Another staggering case of cross-border gambling 
involved a manager of a state-owned factory who embezzled 14 million yuan to 
gamble heavily in Macao, Yunnan, and casinos along China’s border with Myanmar 
from 1998 to 2003.” The manager was sentenced to 15 years’ imprisonment. In 
November 2006, a party secretary in Yunfao, Guangdong, was removed from office 
because he indulged in gambling frequently and heavily in Macao.*° Another deputy 
party secretary in Foshan was imprisoned for 15 years after he misappropriated state 
funds to gamble heavily in Hong Kong and Macao from 1997 to 2002, accepted bribes 
from Hong Kong businessmen from 1992 to 1999, and tried to escape to Cambodia. 
These shocking cases revealed the extent of gambling addiction among some corrupt 
bureaucrats in the Pearl River Delta. 

Addiction to gambling is serious among some mainland officials who place their bets 
in Macao’s casinos. As revealed by the investigation and observation of the mainland 
police and national security agents, 3,000 mainland cadres went to Macao to gamble 
every day in 2006.*' Approximately one-third of them visited the MSAR as part of 
official delegations. On average, each cadre gambled US$250,000—an astounding 
figure that points to significant embezzlement of PRC treasury funds. Most of these 
compulsive gamblers risked their careers by placing large bets in the MSAR and 
turning a blind eye to the presence of mainland security agents, who had been sent to 
conduct surveillance in Macao’s casinos. 

During the 2006 World Cup soccer tournament, the PRC police cooperated with 
their Hong Kong and Macao counterparts to root out illegal soccer betting. Starting 
in April 2006, the PRC Ministry of Public Security and the national sports federation 
issued a directive that delineated three areas of illicit soccer betting: (1) the setting 
up of soccer betting stations to lure the public into illegal gambling, (2) attempts at 
manipulating, controlling, and organizing soccer gambling, and (3) using the Internet 
to take bets on matches.” The Pearl River Delta and Guangzhou were seen as regions 
where soccer gambling was already rampant. In Foshan, the police found that embezzle- 
ment of state funds was common whenever gambling on soccer took place. Soccer 
gambling was serious in South China during the World Cup soccer tournament held in 
South Korea in 2002, when some Nanhai officials were convicted of embezzlement. 
In response to the spread of soccer gambling, the Guangdong police appealed to the 
managers of state enterprises to implement irregular audits and constantly surveil the 
behavior of their subordinates. 

The antigambling campaign during the 2006 World Cup soccer tournament re- 
vealed a pattern in which mainland Chinese cooperated with Macao and Hong Kong 
people to use mainland Web sites to take illegal bets. In June 2006, the Beijing police 
destroyed a gambling syndicate involving mainland Chinese and Macao people. The 
syndicate used three computers in a hotel room to link up with gamblers outside the 
PRC.® Guangdong had local citizens who were involved in illegal betting. In Zhao- 
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xing, Guangdong, the police used long-term surveillance to infiltrate and dismantle 
two illegal betting syndicates, which used ten computers to take bets outside as well 
as inside China. It was estimated that in the 2002 World Cup soccer tournament there 
were ten times as many illegal bets placed in Macao as in Hong Kong. In 2006, the 
mainland police estimated that the total amount of illegal bets reached | trillion yuan. 
On June 9, 2006, a legal soccer betting Web site in Macao attracted 10,000 mainland 
Chinese, and it was expected to attract 50,000 mainland gamblers a day. 

Toward the end of the 2006 World Cup competition, the Guizhou provincial police 
smashed a cross-border gambling syndicate that involved branches in Macao and 
Taiwan. Nine mainland Chinese were arrested, and 2.6 million yuan worth of wagers 
was confiscated. One of the arrested organizers served as an agent in Macao and 
Taiwan. The gambling syndicate possessed 26 computers and 100 registered gamblers. 
The bets from Taiwan reached 8 million yuan within three days in June. The Guizhou 
action coincided with the move of the Chengdu police, which destroyed a gambling 
syndicate with 2,000 registered gamblers from Guangzhou, Shenzhen, and Shanghai. 
The Web site of the Chengdu gambling ring was located in Hong Kong and took bets 
totaling 10 million yuan. In the cities of Zhuhai, Foshan, and Dongguan, police took 
simultaneous action to mirror the efforts of the central and provincial governments.* 
The Dongguan case involved three Taiwanese—a testimony to the complexity of 
cross-border criminal elements enmeshed in illegal betting in Greater China. However, 
the penalties imposed on the organizers of illegal soccer betting were light. In early 
2006, an organizer of illegal soccer betting in Beijing was sentenced to only two years’ 
imprisonment while his accomplice was jailed for a year and a half. 

From 2003 to 2006, the Guangdong police dismantled 20,000 mainland underground 
betting parlors that took bets on Hong Kong’s Mark Six lottery and arrested 15,000 
organizers and dealers.*° The total amount of confiscated bets was 1 billion yuan. 
Since many mainland Chinese are lured by the attraction of the Mark Six lottery, the 
campaigns in South China could not stem the proliferation of underground betting. 
In any event, the Guangdong experience was viewed as a model for other provinces 
in which underground gambling has mushroomed since the 1990s. The Guangdong 
police cooperated with other provincial police. Whenever mobile phones in other 
provinces were found to receive messages regarding bets in the Mark Six lottery, the 
Guangdong PSB shared the tactics against fraudulent and illegal gambling that had 
been successful in Zhongshan. Interprovincial and intraprovincial cooperation has 
ensured success in the fight against illegal betting. 


Cross-Border Kidnapping 


The PRC government took decisive measures to penalize criminals who participated 
in cross-border kidnaps. Penalties for engaging in cross-border kidnapping are harsh. 
A Hong Kong man involved in a kidnapping syndicate that had robbed 10 Hong 
Kong people was sentenced to death by the Shenzhen intermediate court.*’ Five other 
mainland Chinese received life imprisonment for their entanglement with kidnappings 
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from October 2002 to February 2003. The Shenzhen court confiscated the kidnapping 
syndicate’s assets, which totaled HK$1.2 million from the ransom of Hong Kong 
victims. The syndicate’s mastermind was a 30-year-old mainland Chinese residing 
in Guangdong. 

At the local level, kidnapping syndicates have become the target of the mainland 
police. In June 2006, the police in Guangzhou spent six days in pursuit of a kidnap- 
ping syndicate that used the Internet to contact the victims, who were lured by women 
working for the syndicate.** In July 2006, a Hong Kong truck driver was kidnapped by 
three gangsters in Shenzhen. The crime syndicate hid him in a safe house in Heyuan 
and demanded a ransom of HK$1 million for his release in Shenzhen.®* The truck 
driver’s wife contacted the Heyuan police, who then communicated with the Hong 
Kong police to pursue the abductors. The Heyuan police also informed the Shenzhen 
police of the plot. When the ransom was paid in Shenzhen, all the gangsters were ar- 
rested and the driver was rescued. This case represented a breakthrough in cooperation 
between the police in Heyuan and those in Shenzhen and Hong Kong. 


Mainlanders’ Visits to Hong Kong 


Due to the rising problem of illegal workers in the HKSAR, especially after the expan- 
sion of individual visits in July 2003, the PRC government tightened the rules govern- 
ing mainlanders’ visits to Hong Kong. Starting in early 2004, mainland Chinese who 
visit relatives in Hong Kong are granted only seven days’ stay.” Those who are not 
businesspeople traveling to and from Hong Kong are allowed to apply for a business 
visa for one of the seven days they are in the territory. The PRC government publi- 
cized that lawbreakers would be penalized. The deputy director of the Shenzhen PSB, 
Hu Guoxiong, said, “If Shenzhen residents go to Hong Kong and engage in criminal 
activities, such as becoming illegal workers and prostitutes, they will be disallowed 
to revisit Hong Kong after being caught.””! 

The Guangdong PSB tightened the rules for individual and business visits to the 
HKSAR in March 2004. Mainlanders who have close relatives, such as parents, 
children, spouses, and grandparents, in the HKSAR would be granted multiple visas 
to visit the enclave for three months.” To prevent mainlanders from using business 
visas to visit Hong Kong for illegal purposes such as prostitution, the PSB imposes 
tax preconditions on mainlanders who apply for business visas. Mainlanders who pay 
an annual income tax of 50,000 to 200,000 yuan to PRC authorities can apply for 
multiple business visas to visit Hong Kong for three months. Those who pay less than 
50,000 yuan in tax must apply to visit Hong Kong and Macao in individual visits. The 
PRC state has had to become more “regulatory” as a result of the abuse of transborder 
travel between Hong Kong and the PRC. 

The regulatory state is characterized by the consolidation of border control along 
the Zhuhai and Macao border. Gongbei customs estimated that 250,000 people a day 
would cross the Macao-Zhuhai border during Chinese New Year in 2006.” To prepare 
for this influx of border traffic, more checkpoints were opened, the number of customs 
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officials was increased, high-tech equipment for checking the identity documents of all 
travelers was installed; and customs officers were alerted to the likelihood of human 
smuggling from the mainland to Macao. All these measures were adopted in response 
to the unprecedented travel between Macao and Zhuhai. 

In June 2006, Guangdong customs tackled swindlers who used fake personal data 
in their applications for two-way visits to Hong Kong and Macao. Some frequent 
mainland travelers to Hong Kong and Macao used either false data or the personal 
data of others to apply for tourist visas. One mainland Chinese from Guangzhou, who 
stayed in the HKSAR for a month after his tourist visa expired, was arrested by the 
police and sentenced to eight months’ imprisonment. He used his brother’s personal 
data to deceive the mainland immigration and police, successfully obtaining a visa 
to visit Hong Kong 17 times from April 2004 to November 2005. Another case 
investigated by the Dongguan police revealed that a woman borrowed the personal 
data of her friend to cheat the authorities, but she managed to acquire a tourist visa 
for visiting Hong Kong and Macao. Dongguan customs detained her for five days as 
a penalty. Another woman stole the personal data of her mother to obtain a multiple 
business visa that allowed her to visit Hong Kong and Macao 16 times within a year. 
To combat fraud in the visa application process, the Guangdong police now use new 
technological equipment to verify the identity of applicants and have installed video 
cameras at application centers. 


Triads, the Mainland Democracy Movement, and PRC Reactions 


The PRC state’s relationship with triads at the national, provincial and local levels is 
complicated. At the national and provincial levels, the state regards triads as enemies. 
At the local level, Hong Kong triads played a crucial role in rescuing the mainland 
Chinese democrats shortly after the Tiananmen Square massacre on June 4, 1989. 
Triads penetrated deep into the mainland, seeking the democrats and bringing them 
to safehouses in Macao and Hong Kong. Operation Yellow Bird as it was called was 
an underground smuggling network that rescued many mainland Chinese democrats 
from the PRC.” Using smuggling routes, the Hong Kong triad bosses succeeded in 
the rescue operation with the help of Western states that provided identity documents 
and sanctuary for mainland democrats. The network of the U.S. Central Intelligence 
Agency (CIA) in the PRC, the French intelligence officers in Macao, and the Brit- 
ish consul general in Hong Kong were involved in the rescue of 15 of the 21 “most 
wanted” mainland democrats.”° Stephen Bradley, the political adviser to the Hong 
Kong government in 1989, went to Beijing to rescue some Hong Kong people who 
were involved in the mainland student movement.”’ 

Operation Yellow Bird involved the participation of foreign diplomats, intelligence 
agents, human rights activists, smugglers, businessmen, and triad members. The amount 
of money spent on the rescue of each mainland democrat ranged from HK$50,000 
to HK$500,000, depending on the route, the means of transportation, and the politi- 
cal risks.°* About 400 mainland Chinese democrats were spirited out of the PRC, but 
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three Hong Kong people who participated in one rescue operation were arrested on the 
mainland, including businessman Lu Haixing. The abortive operation led to the arrest of 
mainland dissidents Chen Zeming and Wang Juntao.” After the Hong Kong government 
negotiated with mainland authorities, the three Hong Kong residents were released to 
British territory.'°° One Hong Kong triad boss, Wong Ying Cheong, who had been ac- 
tive in Tsimshatsui district, participated in the rescue of mainland Chinese democrats. '°! 
Wong, called one of the five “tigers” of Sun Yee On, had deployed his speedboats to 
smuggle the democrats out of the PRC.'” To make the operation effective, each member 
of the rescue team, which involved triad members, was instructed to be directly respon- 
sible for contacting the rescue target. This vertical accountability ensured the operation’s 
secrecy, safety, and success. At the same time, the CIA provided “sophisticated methods 
to avoid detection, including the use of disguises, scrambler phones, night-vision gun 
sights, infrared signalers, and speedboats and weapons for offshore operations.”!° If 
triads played a critical role in the overthrow of the Qing dynasty, they also made an 
indelible imprint on the history of the democracy movement in the PRC. 

Businessman Chan Tat-ching of Hong Kong also assisted in the rescue of mainland 
democrats.'“ Chan was described as the “mastermind” behind the rescue mission. In 
1991, Chan “negotiated” with mainland officials over his involvement in the 1989 
Tiananmen incident; the PRC side believed that Chan’s history had a “patriotic” ele- 
ment and so he was not penalized for his involvement in the democracy movement. In 
1996, Chan was mysteriously attacked and seriously injured while in Hong Kong. In 
2000, he tried to negotiate with mainlanders to develop a piece of land in Beijing, but 
a person with military background “intimidated him,” saying that Chan’s record was 
already known. The mainlander also claimed that he possessed a license for a weapon 
in the HKSAR. By implication, Chan’s personal safety in Hong Kong was at stake. 

Leung Wah, a Hong Kong democrat involved in Operation Yellow Bird, was mys- 
teriously killed in Shenzhen in May 2002.'* Leung had been a Hong Kong representa- 
tive of the dissident magazine China Spring. Leung’s friends believed that his sudden 
death was a result of the arrest by the PRC Ministry of National Security.’°° From 
the PRC national security perspective, Hong Kong people who had been involved in 
Operation Yellow Bird were “enemies” of the state, regardless of whether they were 
associated with triads.'”’ 

To tackle the rise of local triads in the mainland during the 1990s, the PRC gov- 
ernment revised the Criminal Law in 1997. Article 294 of the PRC Criminal Law 
articulates a broader definition of triads, which includes individuals who enter the 
PRC to recruit, connive with, and harbor members of criminal syndicates. The pen- 
alty imposed on convicted triad members is between three and ten years. According 
to Zhang Xinfeng, the Director of the Criminal Investigation Department under the 
Ministry of Public Security, the Chinese definition of triads is different from the inter- 
national one. The severity of the crimes perpetrated by triads, and thus the severity of 
the punishment, in the Chinese definition is “not high.”!® Article 26 of the Criminal 
Law stipulates that the ringleaders of organized crime can be imprisoned for three 
years or more. 
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To control cross-border triad activities, the mainland police enhanced intelligence 
sharing with their counterparts in Hong Kong. In September 2006, the Guangdong 
PSB revealed that 600 entertainment centers in the province were managed by triads 
from Hong Kong, Macao, and Taiwan, but that their operating licenses were held 
by mainland Chinese.'” In December 2006, a member of Taiwan’s triad Celestial 
Alliance was sentenced by a Guangzhou court to 13 years in prison for organizing a 
30-member branch called the Tianlin Society, leading the new triad, and collecting 
protection money.''° Triads from Hong Kong and Macao tried to keep a low profile by 
simplifying the recruitment ceremonies for new triad members. They used red wine to 
replace blood, cut off chicken’s eggs rather than removing chicken’s heads, abandoned 
some ranks like White Paper Fans (advisors), and held recruitment ceremonies in 
Shenzhen for security reasons. Triads from Hong Kong, Taiwan, and Macao tried to 
mobilize 1,000 members to attend the funeral of a Hong Kong triad boss in Shenzhen. 
But intelligence-sharing between Chinese and Hong Kong police prevented an attempt 
by triad Sun Yee On to hold a recruitment ceremony in Shenzhen. 


Antiprostitution 


According to the World Health Organization, there were 6 million prostitutes in the 
PRC in 2003, a figure that far exceeds the 2.4 million military officers.''’ Since the 
PRC government views prostitution as a “decadent” lifestyle in capitalist states, it has 
never released an official number of mainland prostitutes. The underlying social causes 
for the booming prostitution industry in post-Mao China are the desperate search for 
materialistic pursuits and the widening income gap between the rich and the poor. 
Many prostitutes come from relatively less affluent provinces, such as Sichuan, Hunan, 
Guizhou, and Guangxi. As capitalist city-states along the Chinese border, both Hong 
Kong and Macao have traditionally drawn mainland prostitutes, some of whom have 
been coerced into the sex trade by their exploiters. At the same time, the promiscuous 
lifestyle of many Hong Kong men has contributed to the expansion of the prostitution 
trade in the Pearl River Delta, where a village in Futian district, Shenzhen, was earning 
4 million yuan per day from its prostitution-related enterprises.'! 

Antiprostitution efforts in the PRC have encountered enormous obstacles as con- 
sumerism and materialism penetrate deeply into the social fabric. Child prostitutes have 
proliferated in the Pearl River Delta, in the cities of Dongguan and Shenzhen, where 
teenage girls are lured into prostitution and offer relatively cheap sexual services to 
clients from Taiwan, Hong Kong, Macao, and Japan.' The relatively low status of 
women in mainland Chinese society, which is male dominated, gives rise to a vicious 
cycle in which many young female victims are ignorant of the evils of prostitution. 
Some women working in factories try to get rich quickly by prostituting themselves 
to service Taiwanese businessmen in Dongguan. 

Compounding the widespread problem of prostitution is bureaucratic corruption. 
The “protective umbrella” provided by local authorities for prostitution has estab- 
lished a criminal—political nexus in mainland China. Some corrupt PSB elements at 
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the local level cultivate personal connections with the organizers and owners of vice 
establishments, supplementing their relatively low income by illegal means. The 
Hong Kong police and immigration authorities found that some mainland prostitutes 
who were arrested and returned to mainland were allowed to return to the HKSAR 
after a brief period without being reeducated in their home towns. In June 2004, the 
Shenzhen municipal government’s commercial and trade department closed down 50 
entertainment establishments that lacked proper licenses. Many vice and prostitution 
enterprises reopen after temporary closures. Local practice often distorts the antipros- 
titution policy of the central government. 

When local governments took decisive measures against prostitution, increasing 
concerns about individual rights constrained anticrime action. In November 2006, a few 
days before Politburo member Wu Bangguo paid a visit to Hong Kong, the Shenzhen 
police launched an antiprostitution campaign that led to the arrest of 167 prostitutes 
and clients, including 10 Hong Kong men.''* To demonstrate to the outside world that 
Shenzhen was serious about combating prostitution, the local Futian police organized 
a parade of all the arrested “criminals,” an event highlighted in the Hong Kong media. 
Mainland lawyers, women’s federations, and Web sites reacted strongly to Shenzhen’s 
treatment of the arrested suspects.''* They argued that Shenzhen had violated the rights 
of individual citizens. As a result of unprecedented protest from lawyers and women’s 
rights activists, Beijing and the Ministry of Public Security ordered the Guangdong 
PSB to “respect the law and abide by civilized behavior.”''® The Shenzhen police told 
the Hong Kong media that they were surprised by the reaction from Beijing, for Futian 
had become notorious for its prostitution in connection with Hong Kong clients and 
triads. The Futian police argued that they had protected the privacy of the arrested 
suspects, hiding their faces with masks in the parade, and pointing to the detrimental 
impact of media exaggeration on anticrime campaigns. 

In March 2006, a member of the National People’s Congress from Heilongjiang 
province secured the signatures of 30 other representatives to demand that the central 
government in Beijing consider establishing “red light districts” in the PRC.'” Support- 
ers of his bold proposal included lawyers, medical practitioners, and sociologists. They 
argued that setting up red light districts would ensure social justice, stability, public 
health, and “the liberation of human nature.”!'® Their arguments were unacceptable to 
Beijing, which views legalized prostitution as morally and politically denigrating to 
the CCP. Cross-border prostitution in Greater China reflects the deeper problems of 
the mainland’s provincial tolerance, local protectionism, trafficking in women, male 
chauvinism, triad infiltration, and the lack of any effective sanctions on the licentious 
behavior of many Hong Kong and Taiwan men, who see women as nothing but sex 
objects for their pleasure. 


Antismuggling Efforts 


Since the mid-1970s, smuggling has become an increasingly serious problem in 
mainland China. The PLA was involved in a scheme to rent out the license plates 
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of its transport vehicles for profit. By 1998, the PLA was viewed as an organization 
running a smuggling empire, especially in Guangdong.''? In 1998, the CCP’s Central 
Committee and the State Council held a joint meeting to discuss the nationwide prob- 
lem of smuggling.’?° They demanded that an antismuggling campaign be launched. 
Then the PLA General Political Department, General Staff Department, General 
Logistics Department, and General Armament Department held meetings to discuss 
ways to combat smuggling. In 1999, the Anti-Smuggling Bureau was set up to operate 
under the dual leadership of the General Administration of Customs (GAC) and the 
Ministry of Public Security, yet the Anti-Smuggling Bureau was hamstrung by the 
GAC command. Above all, the bureau was plagued by corruption. In March 2002, 
Wang Jianzheng, the former deputy director of the antismuggling investigation team 
of Jinhua, Zhejiang, was sentenced to 17 years’ imprisonment for accepting 316,750 
yuan in bribes. The PRC institutional response to smuggling cannot overcome the 
problem of corruption. 

Sometimes the mainland’s antismuggling officers intrude in Hong Kong waters for 
the sake of arresting the smugglers. In May 2004, the PRC antismuggling speedboats 
entered HKSAR waters twice in an attempt to capture mainland smugglers.'”' In the 
first three months of 2006, Guangdong customs found 63 smuggled cars in Hong Kong 
and Macao waters. The smugglers had transported stolen and used cars from Hong 
Kong and Macao to the Pearl River Delta. Some of the smuggled cars were hidden in 
ship cabins equipped with speedboats that allowed smugglers to escape. The resale 
prices of smuggled cars and their spare parts yielded huge profit margins. Usually, 
smuggled vehicles are of luxury brands, such as Volvo, BMW, and Honda. 

The Shenzhen customs department heightened its awareness of fake visas used 
by human smugglers. In July 2006, Shenzhen customs officials identified counterfeit 
visas on the passports of five Fujian workers who visited Hong Kong.'” The Fujia- 
nese were smuggled by their Hong Kong snakehead to the United States through the 
HKSAR. They used fake Nicaraguan visas in a smuggling scheme that cost each of 
them US$50,000 to US$70,000. 

In response to weapons smuggling in Greater China in early 2006, the Ministry of 
Public Security has enhanced cooperation with the police in Hong Kong and Macao, 
trying to end the flow of firearms. At the local level, the Guangdong police launched 
an anti-weapons campaign and confiscated 6,000 firearms in 45 days.'* The com- 
bined efforts of the central and local governments succeeded in stemming the tide of 
smuggled weapons. 


Anticrime Campaigns 


The CCP and the Ministry of Public Security conducted a series of “strike hard” 
campaigns in 1983, 1996, and 2000 with a view to purging and arresting criminal 
elements. However, there are two major limitations on the effectiveness of anticrime 
campaigns. First, they last for a relatively short period, failing to stem organized crime. 
Although the morale and financing of crime syndicates are undermined in the short run, 
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the economic incentives for them to rejuvenate their illicit businesses remain strong. 
Second, the campaigns often target lower-level criminal elements without affecting 
the crime bosses and corrupt officials behind the scenes. 

The determination of Beijing to implement effective anticrime policies is beyond 
doubt. In March 2004, Premier Wen Jiabao vowed to crack down on crimes commit- 
ted by “mafia-like gangs.”!* As he said, “We will further implement all measures to 
improve all facets of public security and press ahead with efforts to build up a crime 
prevention and control system.”!*° He told NPC members that funding mechanisms for 
procuratorial, judicial, and public security organs would be improved. From October 
to March 2004, the PRC border police arrested 5,286 stowaways and 444 snakeheads 
in a large-scale crackdown on illegal immigrants.'”° 

Anticrime campaigns against triads are launched at the local level, especially when 
a new party secretary enters office. In Guangzhou, which has a crime-tarnished im- 
age, the police in 2004 initiated an operation dubbed Thunder 100 to smash organized 
crime syndicates involved in underground gambling, loan sharking, kidnapping, drug 
trafficking, and arms smuggling.'*? One local triad in Guangzhou and Foshan had 
52 members arrested by the police. In August 2006, immediately after Guangzhou 
party secretary Zhu Xiaodan came to office, he launched an anticrime campaign that 
mobilized 72,000 police to cope with illegal vehicles, combat drugs, dismantle car- 
crashing syndicates, and established 3,800 checkpoints leading to the arrest of 700 
criminal suspects.'?8 Zhu’s anticrime campaign was also timed to improve the city’s 
image prior to its annual trade and exhibition fair. A plan was made to install 160,000 
closed-circuit televisions on the streets of Guangzhou in the coming years so that 
public order would be improved. 

In the first half of 2004, the Shenzhen police launched a crackdown on criminals 
and attempted to reverse the city’s image as “‘a crime-ridden metropolis.”!”? Yu Xin- 
guo, the deputy head of the Shenzhen police, claimed that Shenzhen’s crime rate had 
fallen 39.5 percent to 41,207 cases in the first five months of 2004, compared with 
the same period in 2003. Murder, assault, robbery, and purse snatching all declined in 
frequency. However, Hong Kong people reported only 87 of the 41,207 cases to the 
police. The crime statistics did not reflect the innumerable thefts and robberies faced 
by Hong Kong’s residents. Many Hong Kong people who were robbed believed that 
it was too much trouble to report the incidents to the Shenzhen police, and they hesi- 
tated to reveal their identity. Despite the fact that the Shenzhen police made a genuine 
effort to control crime, its police force is relatively underdeveloped; there are about 
16,000 officers serving a population of 10 million. Guangzhou, where the population 
is almost the same size as in Shenzhen, is served by 30,000 officers. In comparison 
with Hong Kong, which had 27,000 officers for a population of 6.8 million in 2004, 
Shenzhen’s security apparatus remained outnumbered and weak. 

The crime situation in Zhuhai has traditionally been less serious than in Shenzhen. 
But the Zhuhai police had to take measures to streamline the procedures for Macao 
people to apply for permits for re-entry to the MSAR in an effort to help those whose 
identity documents had been stolen by mainland gangs.'*° In the first half of 2004 a rash 
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of pickpockets targeted Macao visitors to Zhuhai. In response, the Zhuhai police issued 
one-way return permits so that the victims could return to the MSAR. These permits 
were issued within two hours, and the victims are strongly encouraged to report the 
incidents at any Zhuhai police station. Unlike Shenzhen, Zhuhai does not have an 
extremely large transient population and a massive number of triad members from 
Hong Kong. Although triads from Macao have infiltrated Zhuhai, the city’s anticrime 
management is less complicated than that of Shenzhen. 

The anticipation of major national or provincial events has a direct bearing on 
the frequency and timing of anticrime campaigns. In 2005, the Guangzhou police 
carried out two raids on vice establishments, one before the October National Day 
celebration and the other prior to the Guangzhou international trade fair in No- 
vember. Robbery and theft dropped by 13 percent from January to July 2005, and 
350,000 illegal motorcycles were confiscated.'*' In August 2005, the Guangzhou 
police arrested 3,200 criminal suspects and smashed 220 criminal syndicates, 
prompting the authorities to consider extending the anticrime policy to all other 
police branches in the Pearl River Delta. In Guangzhou, additional plainclothes 
police were established, for a total of 1,000 at the end of 2006.'** These officers 
played a crucial role in enhancing law and order in Guangzhou, where gangsters 
from Hunan, Guangxi, and Hubei used prostitutes to lure local and overseas Chinese 
in a robbery scheme. Guangzhou’s anticrime campaign in 2005 and 2006 led the 
other cities in the Pearl River Delta to follow suit. They shared information about 
criminal suspects and transformed policing to tackle the “integration of crime” in 
the entire delta region.'* 

Another important event around which anticrime campaigns are organized is 
the July 1 anniversary of the return of Hong Kong to the PRC. Prior to the influx of 
visitors for the anniversary, crime in South China has to be controlled. In June 2006, 
the Guangdong police launched a 100-day campaign to fight crime, an action that 
helped reduce cross-border crime involving Hong Kong, Macao, and Taiwan people. 
The operation was codenamed Guangdong Eagle Two, and focused on triads, illegal 
weapons, car jacking, drug trafficking, and economic crimes. Triads working in vil- 
lages, markets, trade, and the fishery sector were affected as the police inspected their 
activities in karaoke bars, entertainment establishments, and gambling dens. The prov- 
ince mobilized 1,200 police officers to inspect 800 sites, smashed six triads and 146 
criminal rings, captured 61 illegal weapons, and arrested 1,409 criminal suspects.'*4 
Guangdong tackled 42,000 criminal cases in April 2006 and 33,940 cases in May 
and June.'** The anticrime policies had an immediate dampening effect on criminal 
activities, but its momentum cannot be sustained indefinitely, especially in localities 
where police manpower is insufficient. Anticrime campaigns tend to have short-term 
rather than prolonged impact on organized crime. 

China’s anticrime campaigns are characterized by relatively light penalties imposed 
on criminal offenders. The Sichuan Higher People’s Court sentenced Gao Yong, the 
former propaganda chief in Chengdu, Sichuan, to death, suspended for two years, 
after having found him found guilty of taking 9.9 million yuan in bribes. However, 
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a death sentence suspended for two years is usually reduced to life imprisonment at 
the end of the two-year period. Similarly, the Higher People’s Court in Guangdong 
handed out a two-year suspended death sentence to a wealthy Hong Kong business- 
man, Yang Gaiqing, who was convicted of organizing a smuggling ring and bribing 
officials. Yang smuggled 827,500 tons of edible oil into the mainland and evaded 2.4 
billion yuan in tariffs. He gave bribes worth 10 million yuan to customs officials to 
facilitate his smuggling activities. Yang’s accomplice Liu Hao was sentenced to death 
with a two-year reprieve. Due to the relatively light penalties on corrupt offenders, the 
Chinese laws cannot really serve as an effective deterrent to the upsurge in bribery 
and bureaucratic corruption. 


Police Performance and the “Protective Umbrella’ 


Policing in the PRC has been transformed from rigid adherence to the CCP and 
Marxism-Leninism-Maoism during the Maoist era to a less ideological but more 
decentralized model since the late 1970s.'*° The fundamental problem with decentral- 
ization is that it empowers local governments but contradicts the traditional model of 
policing in China, in which the police force was led centrally and regionally. While 
the police are led by the provincial government, provincial CCP, and the Politics and 
the Law Committee of the provincial administration at the national level, it is also 
simultaneously led at the local level by the local government, CCP, and the Politics 
and the Law Committee.'*’ The lack of a clear chain of command has generated 
leadership confusion. 

In the Dengist and post-Deng Xiaoping era, decentralization of the police force has 
not been conducive to the fight against domestic crime, let alone transborder crime. 
Police in different localities lacked sufficient coordination and communication. The 
cooperative agreement signed between Dongguan, Huizhou, and Shenzhen in August 
2006 that set out guidelines for sharing criminal intelligence and expediting crime- 
busting procedures was a long overdue, necessary step toward addressing the problem 
of police localism. The disparities in the income of police officers at the same local 
level have created tremendous problems in the self-perception and morale of police 
officers. Two officers at the same rank can have different salaries because they work in 
different localities in Guangdong.'** Their income discrepancies have created resent- 
ment among those who receive salaries that are lower than their counterparts in other 
localities. Some less affluent localities have attempted to supplement the income of 
police officers by both legal and illegal means. Legally, they have made extra efforts to 
launch anticrime campaigns so they could benefit from any confiscated goods or other 
proceeds of crime.'*? Illegally, some localities went so far as to encourage prostitutes 
to cooperate with the police to “trap the guests,” who were mostly victims from Hong 
Kong and Taiwan and who paid more than 5,000 yuan each to secure their release.'“° 
Unless the income disparities of police at the same rank in various localities are elimi- 
nated, and unless their salaries are raised, police continue to be tempted to abuse their 
administrative discretion, to enrich themselves illegally, and to take bribes. 
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The most vexing problem plaguing the mainland police is corruption. One main- 
land PSB officer told the author frankly that the “protective umbrella” hindering 
anticrime efforts remained “very serious.”’'4! This “protective umbrella” refers to the 
patron—client networks that connect high-ranking police officers, local officials, and 
some corrupt court judges with criminal elements. In June 2006, a scandal broke out 
in Shenyang, Liaoning province, where at least 100 police officers were let go. Three 
top police officials, including an antidrug chief, were accused of providing “a protec- 
tive umbrella” for a drug baron who was caught in Guangzhou. The corrupt officials 
tolerated the drug baron’s operation, which transported a large supply of ecstasy pills 
from Guangdong to Liaoning from 1995 to 2003. Alarmingly, a corrupt police chief 
and his subordinates flew to Guangzhou to attend the drug lord’s birthday party—an 
incident that shocked the Shenyang and Beijing authorities.'” It is common to find 
such a police—criminal nexus at the local level in the PRC. 

Police corruption has a direct bearing on cross-border crime. In July 2006, an of- 
ficer in Wangshi, Hubei province, was temporarily deployed to deal applications for 
visits to Hong Kong and Macao, accepted a bribe of 6,000 yuan to arrange a permit 
for a woman to go to the two enclaves.'*? Although the PSB had a guideline stipulat- 
ing that the processes of accepting the applications, inspecting the background of 
applicants, and granting the permits have to be handled by three different police of- 
ficers, manpower shortages allowed the corrupt officer to handle the entire process. 
He conspired with friends and sold 106 visitor permits to other applicants, pocketing 
454,100 yuan. Furthermore, he collaborated with a travel agency manager, a rural 
district’s personnel bureau chief, and a lawyer, who sought “clients” for him to issue 
100 visitor permits, valued at 207,720 yuan. When the Hong Kong police arrested 
two mainland prostitutes and repatriated them to the mainland, Shenzhen customs 
began to discover numerous cases of cross-border prostitutes who utilized the visitor 
permits issued in Wangshi. 

Another problem plaguing the mainland police is abuse of power. In March 2004, 
a Fujian police chief was given a 13-year jail term for sexually assaulting a teenager, 
whom he had met in a salon in May 2001. Chen Changchun, the deputy director of 
the Zhouning PSB, received the heavy sentence because he had asked four people to 
give false evidence and bribed the victim and her mother 5,000 yuan to remain silent 
about the attack.'** Chen had had the audacity to ask his own driver to confess to the 
rape, but the latter refused to do so. 

Prison management in the PRC is similarly riddled with corruption. A lawyer pointed 
to the mismanagement of prisons, detention centers, and labor education camps by the 
procuratorate. The concentration of power leads to abuses in which chiefs and staff 
members demand and accept bribes.'*° In a Shanghai prison, where Zhou Zhengyi, 
a mainland business tycoon involved in commercial crime in Hong Kong, was held, 
he enjoyed privileges such as making phone calls, watching television, and having an 
air-conditioned room. The prison chief and its party secretary accepted bribes from 
Zhou. Another example showing the extent of prison corruption involved a Hong 
Kong criminal offender. Lau Ting-fun, an accomplice of the notorious Big Spender, 
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was serving a prison sentence in Guangdong until 2014. Lau’s son complained to 
the Hong Kong media that the mainland prison’s bureau chief intimidated him, asked 
for a loan of 300,000 yuan, and promised to pay it back within three months.'*° The 
prison chief threatened that, if Lau’s son did not lend him the money, his father’s future 
would be endangered. Under duress, Lau’s son lent the prison chief 300,000 yuan. But 
the prison chief failed to pay back the loan and was rotated to work in another prison. 
The case illustrates how PRC prison guards exploit Hong Kong inmates. In fact, when 
Cheung Tze-keung—the Big Spender—was imprisoned in the PRC, he tried to bribe 
the prison guards so that he could escape.'*” Due to the tight security surrounding the 
prison where he was jailed, Cheung’s attempt to bribe his way out of the prison failed. 


Anticorruption 


Bureaucratic corruption affects not only the mainland’s prison management but also 
the PRC judiciary. In December 2003, a top Guangdong court judge, Mai Sung-kai, 
who presided over the trial of Big Spender, was convicted of accepting bribes totaling 
1 million yuan from 1989 to 1998.'*8 He was charged with soliciting bribes so that his 
son could develop new business. The corruption case was exposed to the central gov- 
ernment after Mai retired in 1998. Beijing instructed the Central Discipline Inspection 
Commission (CDIC) to look into the case. He was tried and sent to Qincheng prison. 
In November 2006, five judges affiliated with the Shenzhen Intermediate Court were 
arrested for accepting bribes.'*? Prior to their arrests, it had been revealed that the 
court’s deputy chief had some 30 million yuan in his home and had five mistresses, 
including a young court judge. Twenty other court administrators had been arrested by 
the Shenzhen procuratorate for being involved in syndicate corruption. The scandal of 
the Shenzhen Intermediate Court illustrated the extent to which corruption penetrated 
its personnel, whose lack of ethical integrity tarnished the image of the PRC judicial 
system. Some corrupt court judges suggested to families of litigants that they hire 
certain lawyers who had cultivated guanxi with the judges and offer them bribes.'*° 
Because court judges possess tremendous discretionary power, they can easily em- 
bezzle funds by exercising control over the extent of penalties on criminal offenders. 
Judicial corruption, or rent-seeking, in the PRC, as economist Wu Jinglian has said, 
consists of government officials who take advantage of administrative intervention 
in the society and economy to achieve personal gains."*! 

The prospects for successful anticorruption campaigns in the PRC are gloomy in 
the short run. According to Transparency International’s corruption index in 2005, 
mainland China was ranked 78; Taiwan 32; and Hong Kong 15.'*? While Macao 
was not ranked in the findings of Transparency International from 1995 to 2005, the 
rankings of both China and Taiwan declined over time (see Table 2.1). The PRC was 
ranked 40 in 1995, but dropped to 78 in 2005, partly because of the better performance 
of many other nation-states included in the surveys and partly because of the slight 
improvement in the Corruption Perceptions Index (CPI) from 2.16 in 1995 to 3.2 in 
2005. While many other nation-states improved their anticorruption efforts, China’s 
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Table 2.1 


Corruption Perceptions Index and Rankings in the PRC, Hong Kong, Taiwan, 
and Macao 


PRC Hong Kong Taiwan Macao 
CPI Rank CPI Rank CPI Rank CPI Rank 
2007 3.5 72 8.3 14 5.7 34 5.7 34 
2006 3.3 70 8.3 15 5.9 34 6.6 26 
2005 3.2 78 8.3 15 5.9 32 N/A 
2004 3.4 71 8.0 16 5.6 35 N/A 
2003 3.4 66 8.0 14 5.7 30 N/A 
2002 3.5 59 8.2 14 5.6 29 N/A 
2001 3.5 57 7.9 14 5.9 27 N/A 
2000 3.1 63 7.7 15 5.5 28 N/A 
1999 3.4 58 7.7 15 5.6 28 N/A 
1998 3.5 52 7.8 16 5.3 29 N/A 
1997 2.88 4 7.28 18 5.02 31 N/A 
1996 2.43 50 7.01 18 4.98 29 N/A 
1995 2.16 40 7.12 17 5.08 25 N/A 


Source: Transparency International, Corruption Perceptions Index, Regional Highlights: 
Asia Pacific Region, 1995-2007, www.transparency.org/policy_research/surveys_indices/ 
cpi/2007/regional_highlights_factsheets (accessed September 2, 2006, September 5, 2007, 
and June 21, 2008). 

Notes: Maximum number of points = 10. PRC = People’s Republic of China; CPI = Cor- 
ruption Perception Index. 


ranking in Transparency International’s index fell. But its efforts at curbing corruption 
did contribute to a slight improvement in the perception index. Taiwan encountered 
the same situation. Although its CPI rose from 5.08 in 1995 to 5.9 in 2005, the ranking 
declined from 25 to 32, partly because more nation-states performed better than the 
island republic and partly because of the small CPI increase. Hong Kong, however, 
maintained a relatively high ranking; its CPI increased from 7.12 from 1995 to 8.3 
in 2005 while its ranking increased slightly from 17 to 15. The PRC did improve its 
CPI from 1995 to 2005, but the change was not compared favorably with many other 
nation-states that were included in the surveys. A similar situation took place in Taiwan, 
where the CPI index increased slightly but its world ranking decreased. In the context 
of Greater China, Hong Kong remains the model for China and Taiwan to emulate. The 
most recent data in 2006 showed that Macao ranked higher than Taiwan and the PRC, 
but lower than Hong Kong. This finding was understandable because since retrocession 
Macao has made efforts to curb corruption and public maladministration. 

Arguably, the court sentences imposed on the corrupt offenders in the PRC are 
relatively light. In May 2006, a real estate tycoon named Chau Ching-ngai (or Zhou 
Zhengyi) was released from prison after serving only a three-year sentence for 
fraud and stock manipulation.'*? Chau, once ranked by Forbes as China’s eleventh- 
richest man, was detained on May 26, 2003, and his wife, Sandy Mo Yuk-ping, was 
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sentenced in January 2006 to three years’ imprisonment on fraud charges in Hong Kong. 
Chau was arrested in the mainland during a nationwide crackdown on tycoons using 
guanxi for financial gain. Chau became a millionaire after diversifying his business 
from restaurants to property development. As a property developer, Chau alienated 
some Shanghai residents, who accused him of failing to compensate them sufficiently 
for homes demolished in redevelopment projects. He cultivated connections with top 
politicians in Shanghai and Beijing, which affected the fate of the former Bank of China 
(Hong Kong branch) chief Liu Jinbao, who was fired for offering questionable loans 
of HK$1.77 billion to Chau’s company. Chau’s sentences were widely considered too 
lenient: two years for manipulating stock and one year for falsely registering capital. 
Under the circumstances in which private-sector executives like Chau receive relatively 
light sentences for corruption, antigraft work in the PRC remains a difficult task. 

The return of Hong Kong and Macao to China had the unintended consequence 
of facilitating the escape routes of corrupt officials in the PRC. With the introduction 
in mid-2003 of the policy of allowing mainlanders to visit the HKSAR, the phenom- 
enon of corrupt Chinese cadres using Hong Kong as a transit point to escape from 
mainland China has become commonplace. The wife of the corrupt director of Fujian 
province’s Bureau of Industry and Commerce, Zhou Jinhuo, managed to live in the 
United States for ten years before acquiring green cards for herself and Zhou, who 
reportedly got an HKSAR passport.'™ It was likely that Hong Kong immigration might 
have a hidden syndicate providing a few corrupt mainland officials and their relatives 
with HKSAR passports.'* As Steven Ribet has accurately observed, “Some officials 
obtain HKSAR passports after setting up shell companies in the city so they can travel 
visa-free to the first world. If the officials can’t manipulate mainland regulations and 
make money transfers into the accounts of these shell companies, there is a well de- 
veloped underground banking system connecting Hong Kong and the mainland.”'*¢ 
Some mainland experts estimated that 50 million yuan in cash crosses Shenzhen to 
Hong Kong every day by various means, ranging from the use of trucks to individual 
couriers to conceal a huge amount of cash in their briefcases.'*’ Since the HKSAR 
and MSAR banks protect the privacy of their customers, it is relatively easy for the 
mainlanders to transfer money illegally to the two capitalist enclaves. Although the 
monetary authorities in both Hong Kong and Macao have established anti-money 
laundering policy, corrupt mainland cadres can utilize their personal networks in either 
the PRC-connected banks in the HKSAR and MSAR or underground banks, where 
customers’ identities can be protected. It is naive to believe that both Hong Kong and 
Macao have perfectly solid systems for combating money laundering without any 
loopholes to be exploited by corrupt mainland cadres. 

The World Bank views China and Taiwan as comparatively weaker than both 
Hong Kong and Macao (Table 2.2). All the other five indicators in the table of good 
governance in the PRC deteriorated from 1998 to 2004, especially the rule of law. 
In Taiwan, while accountability and regulatory quality improved slightly, political 
stability, governmental effectiveness, and the rule of law declined. In Hong Kong, the 
five indicators remained strong in 2004, but the data on political stability appeared 
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Table 2.2 


The World Bank’s Governance Data on China, Hong Kong, Macao, and Taiwan, 
1998 and 2004 (%) 


China Hong Kong Macao Taiwan 

1998 2004 1998 2004 1998 2004 1998 2004 
Voice/accountability 7.9 7.3 455 51.9 n/a 50.0 686 75.7 
Political stability 496 466 824 91.3 n/a 879 836 62.6 
Government effectiveness 64.5 60.1 89.1 92.3 n/a 82.2 90.7 85.1 
Regulatory quality 420 35.0 984 995 n/a 916 859 88.7 
Rule of law 52.4 406 908 903 n/a 91.8 849 77.8 
Corruption control 60.7 39.9 902 906 n/a 916 836 73.9 


Source: World Bank, Governance data on China, Taiwan, Macao, and Hong Kong in 1998 
and 2004, www.worldbank.org/governance/govdata/indexhtml (accessed May 7, 2006). 


to underestimate the mass protests in support of democracy from July 2003 to July 
2004.'°8 Still, in 2005 and 2006, Hong Kong’s political stability improved under the 
leadership of Chief Executive Donald Tsang. Except for accountability, which stood 
out as the strongest in Taiwan, Hong Kong’s model of good governance can be emu- 
lated by the other three places. Macao’s anticorruption control scored high marks, but 
its accountability and government effectiveness have room for further improvement. 
The PRC corruption control can be greatly changed only if its internal supervision of 
CCP officials and cadres, external scrutiny from the mass media, and the rule of law 
are considerably strengthened. 


Judicial Reforms 


Despite the fact that the PRC since the mid-1970s has undergone legal reforms, ju- 
dicial administration remains to be improved. More than half the rulings in mainland 
civil court cases are not implemented, thus seriously undermining the authority of the 
judicial administration.'°’ In Shanghai, 40 percent of civil court judgments were not 
enforced. Xinhua News Agency admitted that local protectionism made it difficult for 
the courts to enforce rulings, because local governments controlled the receipts and 
expenditures of courts. According to Li Daoming, the president of the Henan Provincial 
Higher People’s Court, inadequate funding also led to a failure of law enforcement. In 
2002, staff members in 101 courts in Henan were owed 47.57 million yuan in unpaid 
salaries.'© The PRC legal system is filled with loopholes that remain to be addressed, 
although reforms have been implemented to strengthen “socialist legality.” 

In March 2004, PRC Procurator-General Jia Chunwang admitted that the procu- 
ratorates at all levels had not sufficiently addressed the problem of unfairness in the 
implementation of laws, thus leading to cases of corruption.'*! He acknowledged that 
some police officers violated law and discipline in the process of implementing the 
laws. In 2003, the procuratorial organs “corrected 22,575 cases” that should have been 
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on file for investigation, disapproved 58,872 arrests, and canceled the prosecution of 
27,957 cases considered minor. In criminal proceedings, the prosecutors protested 
against rulings in 2,906 cases, which, according to their view, were “misjudged.”!” 
They also proposed that the judgment of 9,518 cases should be corrected because the 
litigation rights of the parties concerned had been violated. 

The quality of court judges has to be improved so that any political—criminal nexus in 
the PRC can be smashed. In April 2004, the Supreme People’s Court cautioned judges 
against abusing their power. Li Yucheng, the head of the court’s discipline inspection 
body and a member of the CDIC, appealed to court judges to refrain from accepting 
gifts, money, or invitations that would affect their rulings.'®* He exhorted court judges 
to bar their spouses, children, and staff members from intervening in the trials and 
verdicts. In March 2004, NPC members gave relatively poor ratings to the court and 
prosecution system, which received an approval rate of 74.62 percent—a relatively low 
level for the traditionally “rubber-stamp parliament.’’'®4 Some top judges were found to 
be corrupt. Two former vice presidents of a Wuhan court were sentenced to 13 years 
and six and a half years in prison, respectively, for taking bribes. District court judges 
are also vulnerable to corruption. In December 2006, the CDIC dispatched a work 
team to investigate corruption in the Shenzhen Intermediate Court.'® The deputy chief 
of Futian district court, the daughter of the PRC Supreme Court chief Xiao Yang, was 
suddenly called back to work in Beijing, a move that shocked the Shenzhen judicial 
administrators. To establish the rule of law, which is critical to anticorruption and 
anticrime work, the PRC court judges at all levels must undergo continuous profes- 
sional training and maintain a high standard of personal integrity. 

The PRC government has implemented reforms to curb judicial corruption since 
2002. Recent reforms have embraced the introduction of open trials, the separation 
of trials from enforcement and monitoring, the evaluation of judges, and the NPC 
ratification of amendments to the Criminal Code in 2002 to impose a penalty of ten 
years’ imprisonment for the abuse of power by court officials.'°* In 2002, the Supreme 
People’s Procuratorate cooperated with the World Bank and Tsinghua University to 
open anticorruption courses for procurators. In 2003, lawyers, judges, and procurators 
sat for a professional examination. This training of court judges, lawyers, and procura- 
tors should help enhance the PRC rule of law and its related anticorruption work. 


Media Scrutiny in Mainland China and Hong Kong 


Mainland China’s persistent corruption, unaccountable administration, and question- 
able judicial administration are attributable in part to the relatively weak mass media. 
In recent years, some media organizations, especially in South China, have become 
more investigative and critical of the regime than before. However, the overall degree 
of media scrutiny on public maladministration, bureaucratic corruption, and govern- 
ment transparency needs to be raised. The Internet, for example, is censored by the 
CCP. The search engine Google has been criticized for blocking sensitive topics that 
are shunned by the Chinese government. Microsoft blocked a prominent Chinese In- 
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ternet blog that criticized a management purge at a popular daily Chinese newspaper. 
Cisco Systems and other firms were accused of helping set up the so-called Great 
Firewall of China, one of the world’s most advanced systems of blocking access 
to the Internet.'!°’ The PRC Internet police, which numbered 300,000 in 2006, are 
responsible for screening all e-mails that contain politically sensitive words. While 
the PRC defends its Internet rules, saying that they follow international norms, 
the CCP arrests dissidents who voice their views on the Internet. A case in point 
was journalist Shi Tao, who circulated a government order to suppress media com- 
memorations of the 1989 Tiananmen incident and who was imprisoned for 10 years 
after Yahoo! handed over his e-mail records in 2005. The fact that criticizing the CCP 
severely and thus delegitimizing its rule remains a political taboo in the PRC means 
that voice and accountability—a crucial indicator of Transparency International’s 
good governance—is limited. 

The lack of media scrutiny is a constraint on the effectiveness of mainland China’s 
fight against organized crime, especially bureaucratic corruption that is often inter- 
twined with local officials and criminal elements. In early 2006, the CCP propaganda 
department ordered that the journal Freezing Point be shut down. The weekly, which 
had been published by China Youth Daily since 1995, was viewed as “viciously at- 
tacking the socialist system.”'® One deputy editor of Fuzhou Daily was on trial for 
spreading misleading information on terrorism. Two editors of New China Youth 
magazine were imprisoned for writing about illegal land confiscation. The crackdown 
was generally viewed as a CCP weakness, as the party lacked the confidence to tackle 
an increasingly assertive mass media. If the CCP were to support the mass media, they 
could work together in the battle against organized crime and corruption. 

Occasionally, the local governments in Guangdong province are responsive to 
the negative media coverage of the province’s serious crime problem. The move of 
the Shenzhen police to classify entertainment venues into three groups, entailing 
inspections of varying frequency from July 2006 onward, was a swift response to 
the official China Central Television (CCTV) coverage of drug trafficking in two 
nightclubs in Lowu district. Political leaders and local officials in Guangdong, Shen- 
zhen, and Dongguan do not wish to be seen as cowards in tackling public disorder. 
Whenever the Hong Kong news media highlights the seriousness of prostitution in 
South China, local officials have to take the regional coverage more seriously. Loss 
of face (mienze) is an affront to local-level officials, whose performance is constantly 
under the watchful eye of Beijing.' While anticrime policy is usually triggered by 
decisions from Beijing, it always entails a knee-jerk response by local governments 
to improve their image in Greater China. The negative image of Guangdong and its 
local governments frequently portrayed by the Hong Kong media generates constant 
political checks on local-level leaders. These local officials often mobilize the police 
as a goodwill gesture and face-saving device. 

The presence of media scrutiny in Hong Kong has contributed tremendously to the 
battle against cross-border crime. Hong Kong Chinese newspapers often report on 
cases of cross-border crime, alerting the Hong Kong people and embarrassing local 


102 CHAPTER 2 


governments in the PRC. In June 2006, the Hong Kong mass media highlighted a case 
of highway robbery that occurred en route from Shenzhen to Guangzhou in which a 
bus full of Hong Kong passengers was robbed by a group of mainland gangsters.!”° 
After the media covered the incident and emphasized the trepidation of Hong Kong 
passengers over future visits to the mainland, Shenzhen mobilized 200 police officers 
to arrest six gangsters within 56 hours. According to the Shenzhen police, the gang of 
mainlanders had gone to Hong Kong to plot the robbery. They had chosen to target a 
bus company that did not photograph each passenger, which is a traditional practice 
of record keeping.'”' While the Shenzhen police promised to consider installing video 
cameras on highways, the Hong Kong media recommended that plainclothes police 
be sent to protect bus passengers and that alarm systems be installed in all the buses 
operating between Shenzhen and Guangzhou.'” The vibrant mass media in the HKSAR 
succeeded in enhancing the Shenzhen government’s response to cross-border crime. 


South China: The Weak Central State Versus the Strong Mafia States 


This chapter has shown that the PRC response to domestic and transborder crime varies 
at the central, provincial, and local levels. While the central government in Beijing is 
determined to maintain public order and curb cross-border crime, its resolve cannot 
always be felt at the local level. Although the provincial authorities are obliged to 
follow the anticrime policy directives of the central government, they have lost de 
facto control of the local-level officials, especially those who form an alliance with 
criminal elements from Hong Kong, Taiwan, and Macao. This situation is most serious 
in Guangdong, where the emergence of local triads and the penetration of Hong Kong 
triads have complicated anticrime campaigns. Although Guangzhou launched mas- 
sive anticrime campaigns in 2005 and 2006, other localities in the province continue 
to suffer from criminal activities. In Shenzhen, the local CCP leaders are unable to 
control officials at the village level. As Minxin Pei has observed, local mafia states 
emerged as rural township officials allowed mafia-type elements to penetrate village 
governments.'” Shenzhen’s villages and small towns are infested with local gangsters 
and triads from Hong Kong. The problem of Shenzhen, and other localities such as 
Dongguan, is exacerbated by corrupt officials who provide protective umbrellas for 
vice establishments, tremendous opportunities for cross-border money laundering, 
and legitimate businesses for criminal elements. In Sanzhou village in Shunde, an al- 
liance developed between corrupt officials and land developers in the process of land 
acquisition.'” When some villagers protested the inception of construction projects, 
they were surrounded by a hundred local triad members. Two thousand angry villagers 
who felt exploited by the corrupt alliance decided to trap a township party secretary. 
The official had been sent to mediate the dispute over land acquisition and monetary 
compensation for the villagers. In the Pearl River Delta, corrupt local government 
officials have provided fertile ground for cross-border crime. 

Pei argues that “although violence and outright criminal activities are among the 
defining features of the hard local mafia states in China, many of the local mafia states 
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may be considered as soft because of the absence of violence and involvement of 
hardened criminal elements.”!”> While this may or may not be the case in all parts of 
China, the situation in Pearl River Delta is acute. Hong Kong triads have entrenched 
their cross-border bases in many parts of Guangdong, especially Shenzhen. The Macao 
triads have infiltrated Zhuhai, which provides the enclave with an essential channel 
of money laundering and prostitute recruitment. In Xiamen, a Taiwan fugitive was 
suspected of being the major investor in a new 1,525-room hotel.'” Although some 
middle-level officials in Xiamen claimed that they were unaware of the participation 
of the suspected Taiwan underworld in the hotel’s construction, a business marriage 
of convenience was forged between them, consolidating the political—criminal nexus 
at the local level. As Pei argues, “Without empowering the public or giving the media 
more leeway in monitoring and enforcing accountability on local officials on an every- 
day basis, the central authorities will unlikely or never acquire effective capabilities 
to police their local agents.’””!”’ 

From the crime control perspective, local mafia states in the PRC are relatively 
stronger than the state is at the central level. Fortunately, the Hong Kong news media 
reports on the political—criminal nexus in Guangdong, thus compensating for the rela- 
tively weak media scrutiny in the Pearl River Delta. Still, policing remains a weak link 
in South China; the quantity and quality of policing in Guangdong must be significantly 
improved in order to control both domestic and transborder crime. In Shenzhen, police 
salaries must be increased in order to deter officers from taking bribes.'”’ While the 
PRC state at the central level is keen to combat transborder crime and corruption, 
some provincial authorities are characterized by reluctance, half-hearted measures, 
and the opportunistic abuse of power. Beijing is like a distant king without sufficient 
capability to mobilize local-level officials in its anticrime policy, so the local fiefdoms 
in the Pearl River Delta take any opportunity to profit by illegal means. Corrupt local- 
level officials are the real holders of power, as they partially implement anticrime 
measures and tolerate the existence of criminal elements, perpetuate the proliferation 
of vice establishments, and ally themselves with triads from Hong Kong, Macao, 
and Taiwan. In short, the PRC state at the central level is relatively weak vis-a-vis 
the local mafia states. Provincial authorities as an intermediary between the central 
and local governments fail to rein in the behavior of corrupt local officials. Nor does 
the CDIC reach far enough to inspect each locality in the Pearl River Delta. Unless a 
strong state apparatus is reinstalled in the PRC at the provincial and local levels, and 
unless provincial authorities are revamped and reshuffled in a way that will facilitate 
the center’s control over the localities, cross-border crime in Greater China will remain 
vibrant, active, and pervasive. 


3 


Cross-Border Crime and the Postcolonial 
State in Hong Kong 


Having inherited a relatively strong anticrime apparatus from the British administra- 
tion, the postcolonial state in the HKSAR has had difficulty in combating cross-border 
crime since its retrocession to the mainland. This chapter examines the response of 
the postcolonial state to the unprecedented degree and changing patterns of cross- 
border crime. 


Art Crime 


Hong Kong law penalizes citizens who commit the theft of an individual’s property, 
but it tolerates antiques trade. The latter has the unintended consequence of stimulat- 
ing cross-border art crime. In 2000, the PRC government urged two auction houses 
in Hong Kong to stop selling looted treasures from the Yuanmingyuan (“Garden of 
Gardens,” known as the “Old Summer Palace”’).' In 2002, PRC investigators found 
that an auction of antiquities in Hong Kong was involved in the illegal sale of statues 
of Buddha from the Forbidden City in Beijing.’ In both cases, the Hong Kong police 
cooperated with the Chinese authorities in the investigation of these antiquity sales. 
The PRC officials said that most of the auction’s 49 lots were looted from the Eight 
Outer Temples. A wealthy Chinese-American antiques collector was detained by the 
Hong Kong police for five days. The case raised questions about Western auction 
houses engaging in the trade of antiques that originate from art crime in mainland 
China. Even so, the HKSAR government has not yet signed a 1970 United Nations 
convention on stolen and illegally exported cultural objects.? Sunny Kwong has 
observed that 


The Hong Kong government has decided not to lay down laws to limit antique sales. Part 
of the reason is that it is impossible to identify the history of each antique item. Even if 
this could be accomplished, banning sales in Hong Kong would only force them to take 
place outside Hong Kong. This would not make Beijing’s task of recovering relics any 
easier than it is now.‘ 


Arguably, identification of these items is not what stands in the way of curbing 
art crime. Given the available assistance from the PRC experts in art treasures, the 
identification of stolen antiquities depends only on the political will of the HKSAR 
authorities to do so. In February 2004, the HKSAR government published a docu- 
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ment advising the public on how to preserve the territory’s cultural heritage, but the 
question of how to stop the HKSAR from becoming one of the international centers 
for selling the looted national treasures of mainland China has been relatively unad- 
dressed.° The relatively noninterventionist attitude of the HKSAR government toward 
illicit antiques trading has the unintended consequence of creating an environment 
of tolerance. In the territory, stolen Chinese national treasures change hands and are 
offered for sale by Western auction houses in a legitimate way. PRC authorities have 
little choice but to mobilize their business agents to buy back national treasures at 
Hong Kong’s auctions. 

In January 2007, it was estimated that, since the Opium War of 1840, 10 million 
Chinese cultural relics have been “lost” overseas, mainly to Europe, Japan, the United 
States, and Southeast Asia.° The United Nations Educational, Scientific, and Cultural 
Organization (UNESCO) calculated that more than 200 museums in 47 countries pos- 
sessed 1.64 million Chinese relics. The PRC retrieves Chinese historical relics from 
overseas in three ways: the government demands their return directly from auction 
houses with the help of foreign governments, through private or semigovernmental 
efforts at buying the items back, and private individuals and collectors return them 
to mainland China.’ Macao’s casino tycoon Stanley Ho donated 7 million yuan in 
September 2003 to the PRC government’s Special Fund to Rescue Relics Overseas 
to retrieve a pig-head bronze statue, a precious relic stolen in 1860 from the Yuan- 
mingyuan (called the Winter Palace at the time). The statue was eventually traced to 
an American collector who, after negotiations with PRC officials, agreed to transfer 
it back to mainland China. The recent increase in the price of Chinese antiques has 
prompted more Taiwanese collectors, who bought Chinese cultural relics in the 1980s 
at a relatively cheap price, to reap quick profits by selling them back to PRC buyers. It 
is estimated that the PRC government mobilizes 50 million yuan every year to rescue 
the cultural relics “lost” overseas. To help China recover cultural relics, the HKSAR 
government should review its outdated noninterventionist policy toward transactions 
involving national treasures in the former colony. 


Assassinations 


The cross-border assassination of businessman Lam Hon-lit by a mainlander in 2002 
led to an immediate joint action involving Hong Kong and PRC police to pursue the 
suspected assassin, the mastermind of the incident, and their accomplices. In October 
2006, the Shenzhen court heard the arguments of eight defendants arrested in the 
mainland for plotting and carrying out Lam’s assassination. The mastermind behind the 
assassination was a Hong Kong man named Yeung Ka-on, who claimed in the Shen- 
zhen court that he was transmitting a directive from a Taiwan triad boss to a member 
of the Hunan gang in Hong Kong. Yeung’s claim was disputed by a member of the 
assassination syndicate, who insisted that Yeung was the plotter behind the scenes.’ 
The Shenzhen court rejected a request from the Hong Kong police to extradite the 
suspects to the HKSAR for trial.” Overall, the case demonstrated the ability of Hong 
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Kong police and their mainland counterpart to cooperate in capturing the suspects, 
sharing the difficulty in extraditing the offenders, and transferring evidence collected 
from Hong Kong police to Shenzhen judicial authorities. 


Antipiracy and Internet Crime 


To protect intellectual property rights, the HKSAR Legislative Council approved 
a number of bills, such as the Trade Marks Ordinance, which came into effect in 
April 2003, the Patent Ordinance of June 1997, and the Copyright Ordinance of June 
1997.'° People who engage in copyright piracy and produce infringing articles for 
commercial sale can receive a maximum fine of HK$50,000 per infringing article and 
a prison term of up to four years.'' Meanwhile, a new industry alliance was formed 
to launch a battle against piracy. Twenty-five industries signed up for the new Intel- 
lectual Property Rights Alliance, including the recorded music, software, film, and 
clothing sectors.'? The coalition included the HKSAR government’s Customs and 
Excise Department, the Intellectual Property Department, and the Tourism Board. 
Although the chief executive of the IFPI (Hong Kong Group) praised the alliance 
as amove to “clean Hong Kong of any possibility of selling fake goods,” he warned 
that the quality and packaging of fake products, such as CDs manufactured on the 
mainland, were almost identical to those of the real products. From 1998 to 2004, 
the Customs and Excise Department launched an antipiracy program and retained a 
list of 2,800 certified fake-free retail centers and 380 companies. In December 2006, 
the customs authorities conducted a series of raids on 30 targeted shops that sold 
pirated DVDs, with a total value of HK$2 million, including local soap operas and 
films as well as foreign movies.'? Of the 28 arrested suspects, five were mainlanders 
holding return permits that allowed them to visit Hong Kong and then go back to the 
PRC. Clearly, cross-border criminal elements were involved in the piracy wave in 
Hong Kong. The responses of the HKSAR postcolonial state were action-oriented 
and regulatory. As former secretary for commerce, industry and technology John 
Tsang remarked, the fight against piracy “was done by introducing legislation to 
tackle the problem at source, intensive enforcement efforts against notorious retail 
black spots and, more importantly, by the concerted efforts of retail outlets not to 
deal in counterfeit and pirated goods.”"* 

The Hong Kong Customs and Excise Department fought against online intellectual 
property piracy through the mobilization of young people. In order to enlist youth 
support in monitoring illegal file-sharing activities that used BitTorrent software, the 
department recruited 100 youths to report on copyright infringements.'* Since intel- 
lectual property piracy through the use of BitTorrent can cross the border of Hong 
Kong into mainland China, Macao, and Taiwan, an educational effort to create a sense 
of respect for intellectual property rights among the youth is a precondition for the 
fight against cross-border piracy. 

The phonographic industry in Hong Kong took legal action against Internet of- 
fenders for the sake of protecting its economic interests. Securing the support of an 
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Internet service provider, the phonographic industry filed civil lawsuits against the of- 
fenders of intellectual property rights by identifying 75 files-sharers caught in random 
online sweeps.!° The industry made out-of-court settlements with about two dozen 
local Hong Kong people totaling HK$24,000. The legal action was accompanied 
by the government’s arrest of a 16-year-old student who allegedly transformed his 
computer into a free music download outlet. After the joint action from the phono- 
graphic industry and the HKSAR government, customs officials said the number of 
Hong Kong users sharing copyrighted materials on BitTorrent declined, especially 
in the wake of a three-month sentence meted out to a Hong Kong man in November 
2005 for posting three Hollywood films—Daredevil, Miss Congeniality, and Red 
Planet—online for public downloading.'’ Although there is no evidence to prove 
that the court judgment and the industry’s move had any impact on cross-border file 
sharing, many Hong Kong people have been increasingly careful about their stream- 
ing activities. Yet the court ruling’s impact on mainland Chinese was negligible, due 
in part to the absence of a similar legal verdict delivered by the mainland court and 
in part to jurisdictional problems. 

To fight the local infringement of intellectual property rights, the Customs Depart- 
ment conducts 24-hour surveillance of illicit downloading activity on the Internet.'® 
The Hong Kong movie and film industry backed up the government by issuing cease- 
and-desist letters to Internet users who illegally downloaded movies and by seeking 
HK$30,000 compensation from each of them. The Customs Department launched 
a new program with the University of Hong Kong, developing software to monitor 
illegal file sharing activity on the Internet. Using this new software enabled customs 
authorities to make efficient use of their staff and employ more staff in investigative 
work. Finally, 200,000 youths were mobilized to be the eyes and ears of illicit file 
transfer on the Internet. Technological upgrading has been combined with youth mo- 
bilization to create a new mass culture resistant to software piracy. 

However, according to the Business Software Alliance’s annual findings on global 
software piracy involving personal computers, while software piracy in China fell by 
four percentage points from 2004 to 2005, piracy in Hong Kong rose slightly from 
52 percent in 2004 to 54 percent in 2005." The alliance expressed its optimism that 
the HKSAR government would address the problem, but it pointed to the need for 
raising public awareness of the importance of copyright protection. Hong Kong cus- 
toms conducts regular raids on shopping malls for software piracy. Nevertheless, the 
market demand for software piracy in the HKSAR continues to outstrip supply, thus 
making antipiracy policy relatively ineffective. The alliance emphasized that a ten- 
percentage-point decrease in software piracy would contribute not only to the growth 
of the HKSAR high-tech sector by US$1 billion but also to its business opportunities 
and economic growth. The HKSAR government did not respond to the alliance’s 
findings. Software piracy calls for multiple solutions, including the education of the 
public, cracking down on shops and individuals involved in piracy activities, and the 
use of sophisticated “code-breaking” software by the Customs Department to collect 
evidence for court hearings.”° 
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Counterfeiting 


Due to the increase in the number of counterfeit Hong Kong banknotes, the HKMA 
and three banks—the Bank of China (Hong Kong) Limited, the Standard Chartered 
Bank, and the Hong Kong and Shanghai Banking Corporation—announced in Sep- 
tember 2003 that a new series of Hong Kong banknotes would be issued.*! One crucial 
feature of the new banknotes was their security design, which included a denomina- 
tion printed in optical variable ink, a barcode that is readable under fluorescent light, 
a holographic thread, and iridescent images. HKMA chief Joseph Yam remarked that 
the major purpose for the design was to tackle forgery: “A banknote should be pleas- 
ing to the eye, should say something about the community that uses it, and, above all, 
should be difficult to forge if it is to maintain public confidence.” 

In response to the circulation of fake Hong Kong banknotes in the HKSAR, the 
police notified the public to heighten awareness of counterfeit coins and banknotes. 
According to police statistics, the number of fake HK$1,000 banknotes increased 
by 250 percent from 2005 to 2006 (see Table 3.1). This increase in the counterfeit 
HK$1,000 bill was accompanied by a decrease in fake HK$10, HK$20, HK$100, 
and HK$500 bills. Experts speculated that fake HK$1,000 bills, based on an old 
version abandoned by the HKMA in 2003, originated from transactions of Hong 
Kong businesspeople in the PRC.” This interpretation turned a blind eye to the like- 
lihood that criminal elements focused on HK$1,000 banknotes because they could 
reap profits more quickly than with banknotes with lower denominations. Criminal 
elements also take advantage of the varying quality of the machines used to inspect 
banknotes. With the exception of the Glory GFB banknote-counting machine, which 
costs between HK$7,000 and HK$8,000 and has demonstrated a higher degree of 
accuracy in identifying fake notes, most other machines made mistakes in detecting 
counterfeit money.” Legislator James To urged the Consumer Council to test all the 
available machines that inspect banknotes to help small business owners to select the 
best equipment against counterfeiting banknotes, including fake 100 yuan banknotes, 
whose number increased from 2005 to 2006. 

To combat attempts by some mainland Chinese to use fake identity documents to 
visit Hong Kong, the HKSAR Immigration Department relied on new technology to 
inspect identity documents. In 2003, 600 of the 11,990 illegal workers used counterfeit 
identity documents when seeking employment in the HKSAR.” By using new technol- 
ogy, the Immigration Department could match the identity of employed workers with 
a “blacklist” of mainland laborers who used counterfeit documents. 

The HKSAR government was swift in smashing counterfeit syndicates. In July 
2006, custom officers seized HK$2 million worth of counterfeit goods and arrested 11 
people in an operation that prevented hawkers from selling fake products to tourists.”° 
The goods included fake Burberry and Louis Vuitton handbags and wallets. Although 
the Hong Kong authorities react quickly to fake products, the potential profits remain 
attractive to counterfeit syndicates, whose members are determined to run the risk of 
being caught by the customs officials. 
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Table 3.1 


Patterns of Counterfeit Hong Kong Banknotes, 2004—2006 


2004 2005 2006 

Banknotes (no. of items) (no. of items) (no. of items) 
HK$1,000 281 403 (443%) 1,416 (+251%) 
HK$500 4,473 5,060 (+13%) 1,756 (-65%) 
HK$100 13,224 1,379 (-90%) 1,197 (-13%) 
HK$50 713 1,905 (+167%) 1,848 (-3%) 
HK$20 2,542 790 (+69%) 371 (-53%) 
HK$10 285 156 (-45%) 92 (-41%) 
Others 0 1 1 

Total 21,518 9,694 (-55%) 6,681 (-31%) 


Source: Ming Pao, February 15, 2007. 


Cross-border fraud has necessitated prompt police action. From December 2003 to 
June 2004, the Commercial Crime Bureau investigated six cases in which individuals 
set up fraudulent companies and hired clerks who lured victims into buying counterfeit 
commodities such as medicine, incense sticks, toys, cosmetic products, telephones, 
aroma stands, computers, scarves, and ties.?’ Victims eventually found that the com- 
panies to whom they had sent advance cash payments disappeared. The police arrested 
52 persons involved in the six cases but did not find any clear connection with triads. 
Police investigation is often followed by media publicity, which strengthens antifraud 
awareness. Other cross-border fraudulent cases, such as syndicates that hire mainland 
Chinese to cheat insurance agencies, prompted the cooperation of the ICAC, Hong 
Kong police, mainland police, and the PRC Procuratorate to arrest the accomplices.” 
The ICAC publicly appealed to citizens not to sell their identity cards to other people, 
including insurance agents, who might use them for illegal purposes. 


Cross-Border Thefts, Cell Phone Smuggling, and Loan Sharking 


In response to the cross-border theft of mobile phones by mainlanders, the Hong 
Kong police work with mobile service providers to heighten their awareness and to 
enhance cooperation.” However, many people regard the report of stolen cell phones 
to the police as a waste of time. The mobile service providers in the HKSAR, MSAR, 
and the mainland have not educated the public on the prevention of cell phone theft. 
Nor do the police in Greater South China view the theft of mobile phones as a crime 
that warrants the deployment of manpower and resources. In February 2007 three 
middle-aged Hong Kong women carried 280 cell phones strapped around their waists 
and legs to travel from Hong Kong to Shenzhen, but one of them was so nervous 
that she provoked the suspicion of customs officials, who later arrested the other 
two.*° The demand for cell phones in Shenzhen increased significantly during the 
Lunar Chinese New Year, thus leading to the smuggling of mobile phones across 
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the border. In fact, 3,500 cell phones were confiscated within a short period from 
January to mid-February in 2007. Although the theft of cell phones is a relatively 
petty crime, their surging demand in mainland China makes their theft and smug- 
gling more serious. 

Cross-border theft is commonplace in the HKSAR, where mainland Chinese 
gangs and overseas shoplifting rings cast a covetous eye on local pedestrians, shops, 
and jewel exhibitions. The Hong Kong police regularly send plainclothes officers to 
disguise themselves as pedestrians, patrolling the streets to smash cross-border theft 
syndicates. In June 2006, 10 plainclothes police officers followed four suspected 
Colombian tourists who initially targeted a jewelry exhibition in Wanchai district and 
who eventually shifted to robbing pedestrians of their personal belongings.*! Four 
members of the cross-border criminal ring were arrested. 

To fight cross-border loan sharking, the Hong Kong police cooperate with the 
mainland. In April 2004, after the Hong Kong police acted jointly with the Guang- 
dong police to smash a loan-sharking racket involving 8,000 debtors, the High Court 
sentenced the ring leader and five members of the syndicate to two to seven years’ 
imprisonment.” This loan-sharking syndicate opened its headquarters in Shenzhen 
and a branch office in Hong Kong, utilizing triad members to collect debts from the 
Hong Kong people. It also offered an annual interest rate of 600 percent to 2,400 
percent from June 1997 to April 2000. 


Illegal Gambling 


The involvement of organized crime groups in illegal gambling makes these activi- 
ties a target for Hong Kong police. In June 2004, the police arrested nine people in 
connection with illegal bookmaking during the Euro 2004 championships in Portugal. 
The Organized Crime and Triad Bureau (OCTB) raided several apartments and seized 
HK$3.24 million worth of betting slips, computers, and bookmaking paraphernalia.** 
According to the Hong Kong Jockey Club, illegal bookmaking allowed triads to reduce 
the club’s football betting revenue. 

Although Hong Kong law imposes fines and prison sentences on illegal bookmakers, 
the profits accrued from illegitimate betting outweigh the penalties. Under the Gam- 
bling Ordinance, a first conviction for betting with unauthorized bookmakers carries a 
maximum penalty of HK$10,000 fine and three months’ imprisonment.** Second and 
third convictions entail a maximum fine of HK$20,000 and six months and HK$30,000 
and nine months, respectively. Members of betting syndicates ignore the risks of being 
fined and imprisoned, as the temptation to get rich quickly is irresistible. 

A typical example was betting activity during the World Cup soccer tournament in 
June 2006, when the Hong Kong police conducted a series of raids on underground 
soccer gambling rings. As early as January 2006, the police sent undercover agents to 
penetrate a soccer gambling syndicate that hired drug addicts as organizers.* After the 
syndicate was shattered, many illegal betting organizations retreated to the PRC and 
Macao. To pursue them, the Hong Kong police cooperated with their counterparts in 
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mainland China and Macao, while simultaneously arresting some Hong Kong people 
who placed their soccer bets through illegal channels. 

During the 2006 World Cup, the Hong Kong police aggressively conducted raids 
to arrest the illegal betting organizers. The OCTB took joint action with the mainland 
and Macao police in a one-month crackdown, which helped the Hong Kong police 
destroy 97 illegal betting centers and recover HK$71 million in receipts.*° Usually, 
bookmaking operations enlisted the participation of people from Hong Kong, main- 
land China, and Macao. Above all, Hong Kong triads were entangled in some illegal 
gambling adventures. The police raids focused on both the illegal bets and other vice 
operations. About 4,620 discos, gaming centers, massage parlors, and apartments 
were searched in which 300 grams of heroin and 275 grams of cocaine were seized as 
well as 182,600 pornographic and pirated discs and 9,500 counterfeit handbags were 
confiscated. The series of anticrime campaigns became a hallmark of how the Hong 
Kong police attempted to end illegal betting and triad activities. 


Illegal Immigration and Workers 


The Hong Kong Immigration Department introduced smart cards in an attempt to 
eradicate the problems of illegal immigration and workers. Smart cards have been 
used to replace the old identity cards of all Hong Kong residents. By updating 
identity cards, the Immigration Department has been building up a solid database 
of all Hong Kong residents. In this way, illegal immigrants and laborers who try to 
use fake identity cards cannot easily sneak into Hong Kong and work there. In Sep- 
tember 2003, a private-sector construction conglomerate, Sun Hung Kai Properties, 
implemented a dual security system, which linked smart cards to a palm-print access 
control mechanism, to register all workers at its construction sites.*’ Workers had to 
register using their identification documents, such as smart cards, identity cards, and 
employment contracts, before they were allowed to work. A nine-member inspection 
team staffed by former Gurkhas—Nepalese who joined the British army in World 
War II, many of whom have worked in private security companies since the handover 
in 1997 —checked all the sites daily for any illegal workers. Some 20 palm scan- 
ners, which cost HK$15,000 each, were installed at the construction sites. Sun Hung 
Kei Properties requires contractors to pay all workers a salary and their Mandatory 
Provident Fund premiums in order to ensure that there are no illegal workers, because 
illegal workers are usually hired and exploited by contractors. This security system 
is confined to the large construction companies; it is more difficult to detect illegal 
workers at smaller and independent construction sites. Illegal workers often work for 
as little as HK$100 per day. 


The Narcotics Trade 


The Hong Kong police and customs have demonstrated their effectiveness in narcotics 
control since the initiation of closer politico-economic integration of Greater China 
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in the late 1990s. Law enforcement in Hong Kong relies heavily on intelligence to 
smash narcotics syndicates. In April 2004, the Narcotics Bureau of Hong Kong seized 
cocaine, ketamine, and ecstasy pills valued at HK$35 million.*® The seizure was con- 
nected to another cocaine case in which drugs were smuggled to Hong Kong from 
South America. Although the police did not reveal the origin of the drugs seized in 
April 2004, their major outlets in Hong Kong were entertainment establishments, 
including bars in Lan Kwei Fong. 

Apart from intelligence, constant inspections are indispensable for the success of 
antinarcotics efforts. In May 2004, a crime syndicate recruited a bankrupt mailman 
to take delivery of ecstasy tablets, each costing HK$300, in 33 packages from the 
Netherlands and to transfer them to 33 addresses in Hong Kong within three days.* 
The Narcotics Bureau smashed the syndicate by regularly checking postal packages. 
The financial situation of the mail carrier, who had worked for the Post Office for 29 
years, made him vulnerable to criminal activities. 

In 2006, 190 cases of cross-border drug trafficking along the Hong Kong—mainland 
Chinese border were uncovered by customs authorities, leading to the arrest of 117 
people.” It was found that the quality of smuggled ecstasy pills declined significantly 
as they were mixed with poisonous ingredients and that each tablet cost only HK$70 to 
HK$80. Organized crime groups have mobilized youths who lost their “jobs, schools, 
and lovers” to participate in drug trafficking across the Chinese border.*' Because these 
young couriers carry drugs in small quantities and generally lack criminal records, 
customs officials have encountered “great difficulties” fighting drug trafficking since 
the implementation of 24-hour opening of the Lok Ma Chau checkpoint.” 


Antismuggling 


Hong Kong customs utilizes computerized data to analyze clues and probe the back- 
grounds of criminal suspects implicated in all sorts of smuggling activities, such as 
ivory smuggling.’ Since July 2002, the Customs and Excise Department has developed 
an intelligence surveillance system in which each of the suspected targets as well as 
container goods can be checked within several minutes. 

Yet the smuggling of cigarettes in Hong Kong has become more sophisticated than 
before. Criminal elements receive orders from clients through telephone calls, focus 
on the retail targets of their regular customers, and then transport the illicit cigarettes 
from warehouses to their destinations. Yet, due to the accuracy of intelligence gath- 
ering, the Customs and Excise Department uncovered numerous cases of cigarette 
smuggling that deployed trucks to transport illicit cigarettes from the mainland to 
retail points in the HKSAR. In August 2006, a seven-member smuggling ring was 
smashed and illicit cigarettes worth HK$4,420,000 were found in trucks traveling 
from Guangdong to Hong Kong.“ 

HKSAR customs officers are trained to detect and tackle smuggling activities. 
A container truck smuggling heavy loads of silver inside its wheel axis in July 
2006 was discovered by shrewd customs officers, who became suspicious about 
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why the brakelights of the truck did not work when it stopped at the Lok Ma Chau 
checkpoint.** Customs officers call on technical experts to inspect the truck wheels, 
thus revealing the smuggling of silver. Similarly, when vehicles under suspicion 
for carrying illicit fuel return from the mainland to Hong Kong, the Customs De- 
partment deploys agents to follow their routes in order to verify whether they were 
tools of smuggling syndicates.*° Endowed with experienced and shrewd officers, 
the Customs Department in the HKSAR is an indispensable pillar in the combat 
against cross-border smuggling. 

Like the Customs Department, the HKSAR police are highly competent in an- 
tismuggling efforts. In response to an increase in the smuggling of guns, the Hong 
Kong police enhanced intelligence sharing with their PRC counterpart. Although only 
three pistols were smuggled into the HKSAR in 2003, the number increased to 10 in 
2006.*’ Although Police Commissioner Tang King-shing asserted that crime conditions 
remained stable in 2006, the media expressed concern over the rise in gun smuggling 
after illegal firearms were used in a bank robbery. 

Human smuggling between the HKSAR and the PRC involved fake marriages that 
necessitated cooperation between Hong Kong police and the mainland counterpart. In 
late 2006 the two sides formed a committee to look into three smuggling syndicates 
that were processing 500 fake marriages.** The syndicate had four “factories” in the 
PRC to produce counterfeit documents, including Hong Kong and mainland identity 
cards, and return permits. After getting “married,” the mainland partners became either 
prostitutes or illegal workers in the HKSAR, whereas many Hong Kong men were 
cheated by the middlemen, who disappeared suddenly without paying their local ac- 
complices. The Hong Kong victims were lured by newspaper advertisements and the 
offer of HK$36,000 in three installments by middlemen who promised to pay them 
after the completion of “marriages.”“” The Guangdong police arrested five Hong Kong 
people and 15 mainlanders, while the Hong Kong counterpart captured 71 people. 
The case demonstrated the triumph of inter-police collaboration. 

Human trafficking, particularly of women, remains serious in the HKSAR. The 
U.S. State Department depicted the HKSAR as “primarily a transit point for illegal 
migrants, some of whom are subject to conditions of debt bondage, sexual exploitation, 
and forced labor upon arrival in a destination country. . . . [T]he government’s anti- 
trafficking efforts would benefit from a comprehensive plan of action on trafficking- 
related matters and an outreach campaign to women in prostitution designed to educate 
them about trafficking issues.”*° Trafficking involves victims who are coerced by 
traffickers, while smuggling entails the consent of those who are smuggled. It appears 
that the U.S. government had a different perception of the human trafficking situation 
in Hong Kong. The secretary for security of the HKSAR government promptly is- 
sued a statement saying that it would continue to cooperate with other foreign states 
to combat human smuggling. Apparently, the Hong Kong government did not have a 
clear distinction between trafficking and smuggling. Indeed, educational efforts are 
required to inculcate an antitrafficking ethos among the Hong Kong people, mainland 
Chinese, and other Southeast Asians. But the supply and demand at work in both the 
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smuggling and trafficking of women cannot be easily curbed. On the supply side, 
although mainland police occasionally smash smuggling and trafficking syndicates by 
using intelligence, this phenomenon appears to be rare.°' Mainland women can arrive 
at the HKSAR legally by using two-way permits or illegally through transportation 
by speedboats and even sampan.** On the demand side, many Hong Kong men either 
visit the mainland to solicit prostitutes or view mainland prostitutes in the HKSAR as 
easy targets. Due to policy priorities, HKSAR government departments of education 
and social welfare have failed to launch a forceful and coordinated antitrafficking and 
antismuggling campaign. As a result, the police as well as immigration and customs 
authorities must be constantly mobilized to tackle the incessant and illegal inflow of 
women from the PRC. 

In addition to women, male prostitutes from the PRC have sneaked into the HK- 
SAR since the early 2000s. Camouflaged as dance teachers, many male prostitutes 
from the mainland worked in dance clubs where sex services were secretly offered 
to Hong Kong women.* An organized crime syndicate arranged for 20 to 30 main- 
land “teachers” from Shenzhen to visit the HKSAR. Some Hong Kong women who 
were dance enthusiasts deplored the secretive import of mainland prostitutes to their 
dance clubs and complained to district councilors and the government. Without the 
media reports and scrutiny, the import of mainland male prostitutes to the HKSAR 
would likely have remained hidden. In early 2008, some Hong Kong women visited 
Shenzhen and solicited male prostitutes on the mainland—a phenomenon reported 
by the Hong Kong media and tolerated by the relatively liberal society. The mainland 
police did not take any action against either the male prostitutes or their female Hong 
Kong clients. 

Antismuggling efforts occasionally encounter obstacles in prosecution due to lack 
of evidence. In April 2004, a criminal case involving the smuggling activities of four 
Hong Kong people collapsed, for the judge at the Court of the First Instance ruled 
that the prosecution had failed to provide sufficient evidence.** Justice Clare-Marie 
Beeson ordered that the bank accounts of the accused be unfrozen and the seized 
properties returned, and that the government bear the legal costs of all defendants. The 
four accused were arrested in March 2001 on charges of laundering HK$190 million 
to Hong Kong through bank accounts that they had opened in Australia and Britain. 
Justice Beeson agreed with the defense lawyers’ argument that the prosecutors failed 
to connect the allegedly dirty money with illegal immigrants overseas. The govern- 
ment prosecution needs stronger evidence in court cases concerning cross-border 
money laundering. 

Overall, those who were arrested for committing cross-border crime in the HK- 
SAR involved more mainland Chinese than before. Table 3.2 shows that the number 
of mainlanders arrested for involvement in crime increased from 2001 to 2003. In 
2003, when the policy allowing more mainland visitors to Hong Kong was adopted, 
the number of arrested mainlanders, especially visitors, was highest. The number of 
mainlanders arrested decreased slightly from 2003 to 2005. However, 2,510 mainland- 
ers were arrested in 2005, a figure higher than that in 2002 and 2001. 
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Table 3.2 


Number of Persons Arrested for Crime and the Involvement of Mainlanders, 
2001-2005 


Persons arrested for crime committed in Hong Kong 


Mainland visitors Mainland illegal immigrants Total 
2001 1,265 999 2,264 
2002 1,860 625 2,485 
2003 2,123 724 2,847 
2004 2,263 546 2,809 
2005 1,966 444 2,510 


Source: “Hong Kong Police Statistics,” www.info.gov.hk/police/hkp-home/english/statistics/ 
index.htm (accessed February 19, 2007). 


Response to Cross-Border Money Laundering 


The rapid surge in the number of mainland visitors in the HKSAR raised questions about 
the need to strengthen the anti-money laundering regime in the HKSAR. The Financial 
Action Task Force on money laundering in Hong Kong was set up to deal with the mount- 
ing concern about commercial crime following a Group of Seven summit in 1989. The 
task force introduced measures that require real estate agents to report suspicious financial 
transactions. Banks, finance companies, securities firms, and insurance companies were 
required to report suspicious transactions by clients. The Joint Financial Intelligence 
Unit was established in 1989 to receive reports about suspicious financial activity made 
under the provisions of the Drug Trafficking (Recovery of Proceeds) Ordinance and, 
since 1995, the Organized and Serious Crimes Ordinance (OSCO). The unit is jointly 
run by the Hong Kong Police Force and Customs and Excise Department. As of March 
2006, 351 persons were convicted of money laundering in the HKSAR and the assets 
confiscated by the government totaled HK$413 million.* Since January 2007, monetary 
institutions and exchangers that help clients remit or exchange HK$8,000 or more are 
required to register their personal data, such as home address and telephone number. 
Reports on suspected money laundering activities increased from 56 cases in 2002 to 
1,000 cases in 2006, illustrating that Hong Kong’s economic integration with the PRC 
did bring about increasingly suspicious money-laundering activities. 

The HKSAR response to money laundering is mainly regulatory. In October 1997, 
the HKMA issued revised guidelines on the prevention of money laundering. The 
revised guidelines, endorsed by the Banking Advisory Committee and the Deposit- 
taking Companies Advisory Committee, replaced those that had been published in 
July 1993. The revision took into account changes to money-laundering legislation 
since 1993, including the passage of OSCO in 1994, which extended the definition 
of money-laundering offenses to the proceeds of serious crimes other than drug traf- 
ficking.** Money laundering “covers all procedures to change the identity of illegally 
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obtained money so that it appears to have originated from a legitimate source.”°’ Section 
25(1) of the Drug Trafficking (Recovery of Proceeds) Ordinance and OSCO create 
“the offence of dealing with any property, knowing or having reasonable grounds to 
believe it in whole or in part directly or indirectly represents the proceeds of drug 
trafficking or of an indictable offense respectively.”°* The offense carries a maximum 
sentence of 14 years’ imprisonment and a maximum fine of HK$5 million. Moreover, 
the Organized and Serious Crimes (Amendment) Ordinance 2000 came into effect 
on June 1, 2000, stipulating that remittance agents and money changers keep records 
of customer identities and the particulars of remittance and exchange transactions of 
HK$20,000 or more, or of an equivalent amount in any other currency. 

The large influx of mainland visitors to the HKSAR and their enthusiasm for buying 
Hong Kong apartments gave rise to concerns about money laundering. As a result, the 
Estate Agents Authority issued a guideline against money laundering in January 2004. 
The authority asked realtors to adopt two measures against money laundering: client 
identification and the retention of documents. When an agent succeeds in arranging 
for the sale or purchase of a property by an individual client, upon the client’s signing 
of the provisional agreement for sale or purchase, the agent should not only ensure 
that the client’s name is correct but also check the identity documents (including two- 
way permits for mainland residents).*’ Furthermore, “estate agents should retain the 
estate agency agreement or ‘property viewing form’ or similar document securely for 
at least five years from the date of the signing of the provisional agreement for sale 
and purchase, to be provided to the relevant authorities as required.” 

The most important ingredient of the Estate Agents Authority’s anti-laundering 
measure is the request that practitioners disclose to the police and the Customs De- 
partment “any property that directly or indirectly represents proceeds of a crime.’”®! 
The indicators of such proceeds of crime include cash transactions in large amounts. 
In addition, “the transaction price differs substantially from the market price; the 
vendor and the purchaser know each other, but choose to act through an estate agent 
as if they did not know each other; and the person who viewed the property and the 
ultimate purchaser are not the same person.” Indeed, it is difficult for real estate agen- 
cies and realtors to identify whether the vendor and the purchaser know each other. 
Even if the cash transactions are in large amounts, the agencies and agents may not 
be willing to report every case to the police and customs for further investigation, for 
the investigative process may be time-consuming. Chan Wing-kit, a director of the 
Centaline agency, pointed out that the agents actually find it difficult to judge whether 
a transaction involves money laundering.® 

In June 2004, the HKMA issued a supplement to the 1997 guidelines that aimed at 
preventing foreign politicians from laundering dirty money in the HKSAR. Although 
the HKMA authorities refused to name which countries are home to politicians who are 
keen to engage in money laundering in the HKSAR, its supplement to the guidelines 
plugs the loopholes of “empty shell companies” that have been used as a conduit for 
money laundering.“ According to the supplement, the Hong Kong-—incorporated autho- 
rized institutions should check the customer’s origin, background, profile, and nature of 


HONG KONG 117 


business, and investigate corporate customers that have an “unduly complex structure 
of ownership for no good reason.”® The supplement also calls on the authorized insti- 
tutions to take measures to mitigate the risk posed by “non-face-to-face customers,” 
such as certification of identity documents presented by suitable certifiers, requisition 
of additional documents, and confirmation with an independent entity including a 
government department or a third party. In particular, the authorized institutions are 
strongly advised to enhance the scrutiny of not only remittance messages that do not 
contain complete originator’s information but also remittance transactions made on 
behalf of a third party. Finally, the supplement demands that financial institutions 
should perform more stringent “due diligence” with regard to “politically exposed 
persons” and their related companies. The “politically exposed persons” are “individu- 
als being, or who have been, entrusted with prominent public functions, such as heads 
of state or of government, senior politicians, senior government, judicial or military 
officials, senior executives of public organizations, and senior political party officials. 
The concern is that there is a possibility, especially in countries where corruption is 
widespread, that such politically exposed persons may abuse their public powers for 
their own illicit enrichment through the receipt of bribes, etc.’ 

Although that the supplement does not name any “countries where corruption is 
widespread,” it implicitly includes developing countries and the PRC. Given the fact 
that reports on money laundering increased in the HKSAR from 10,000 cases in 2002 
to 11,000 in 2003,°’ the emphasis on vigilance with respect to “politically exposed 
persons” was seen as a progressive move against cross-border money laundering. 
However, the demand for financial institutions to check thoroughly the background 
of potentially problematic customers was viewed as “excessive,” for it would drive 
some businesses out of Hong Kong.® 

In June 2006, the Hong Kong Monetary Authority created a committee to work 
with various occupations to combat money laundering and terrorist financing.” The 
committee is chaired by the HKMA vice president and involves 19 representatives from 
different sectors. The committee gives the HKMA recommendations on the monitor- 
ing criteria to combat money laundering and terrorist financing. Ad hoc committees 
are set up to study the guidelines and recommendations from various occupational 
sectors. The committee issues reports, organizes seminars to educate the public on 
terrorist financing, and exchanges views on international cooperation in the fight 
against money laundering. 

At the implementation level, the HKSAR appears to be effective in uncovering 
money-laundering activities. A court hearing in August 2006 revealed that a business- 
man and his four accomplices attempted to launder their proceeds by remitting less 
than A$10,000—an amount that triggers the disclosure of the identity of those who 
remitted the money—to Hong Kong 1,500 times by using bank accounts in Hong 
Kong.” In January 2007 the district court convicted a Hong Kong couple—Hui Yat- 
sing and his wife, Wong Suet-mui—of assisting the money-laundering activities from 
1992 to 2001 of three former managers of the Bank of China in Kaiping, namely, Xu 
Chaofan, Xu Guojun, and Yu Zhendong. The couple was sentenced to seven years’ 
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imprisonment. Xu Chaofan and Xu Guojun were in jail in Las Vegas awaiting trial 
on this charge. In 2004 Yu Zhendong was extradited to the PRC, where the mainland 
court sentenced him to twelve years’ imprisonment. The Hong Kong couple laundered 
HK $65 billion. The court allowed the police to freeze their assets of HK$8.5 billion. 
Interestingly, the district court judge obtained the approval of the High Court to attend 
the mainland court hearings on the Yu case. The verdict on Hui and Wong, and the 
court judge’s special trip to the PRC, showed that the anti-money laundering regime 
in the HKSAR is relatively solid. 


Anticrime Policy in Hong Kong and South China 


Apart from the need to cooperate and share intelligence with its neighboring cities, 
anticrime policy has emerged as the most prominent feature of the way in which the 
postcolonial Hong Kong state copes with the changing patterns of transborder crime. 
In May 2002, the police smashed the most extensive cross-border vice syndicate ever 
to operate in the HKSAR. The syndicate was entrenched in Mong Kok district, oper- 
ating 70 vice establishments and collaborating with mainland syndicates to smuggle 
prostitutes to the territory.”’ The police mobilized 900 members to raid all of the vice 
establishments, four pornographic publications, and Internet offices and arrested 213 
people. The captured triad members included 18 core leaders and 46 managers of 
vice establishments and pornographic Web sites. The police used the Organized and 
Serious Crimes Ordinance to freeze assets totaling HK$86 million. Before the Hong 
Kong police conducted the raids, they cooperated with their Guangdong counterpart 
to exchange criminal intelligence. 

After the visits of more mainlanders to the HKSAR began, the police heightened 
their operation against illegal workers. In August 2003, the police cooperated with the 
Customs and Immigration Departments to arrest 300 mainlanders who participated in 
prostitution, drug trafficking, the sale of smuggled cigarettes, and illegal gambling.” 
The Labor Department sent inspectors to various restaurants to arrest illegal workers. 
Cheung Kin-chung, the permanent secretary for economic development and labor, 
admitted that his department was concerned about an increase of illegal workers as 
“free visits” increased.” 

In September 2003, police in the HKSAR, MSAR, and Guangdong joined together 
to launch an anticrime campaign. The Hong Kong police targeted the Wo group, a 
triad not only active in Mong Kok, Shatin, and Tuen Mun districts but also dominant 
in the HKSAR after the decline of the Sun Yee On triad. The Wo group had two sub- 
groups participating in the production of pirated VCDs and pornography.” They hired 
youths, paying them HK$200 per day, in order to keep the mid-level officials from 
being caught by the police. Anticrime policy aims at squeezing the financial resources 
of triads, whose morale is usually undermined and momentum forestalled. 

Anticrime campaigns cannot prevent the reemergence of vice establishments in 
the long run. Shortly after Operation Flame was conducted in early April 2004, some 
triad members reopened the saunas and cybercafés that offered sex services to clients, 
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mainly in order to survive.” Others employed high-tech equipment such as surveillance 
cameras to prevent their vice establishments from being raided by the police easily. A triad 
used digital cameras to monitor the customers of a secret prostitution den in Tsimshatsui 
in April 2004. The den was composed of multiple rooms under central surveillance so that 
any room raided by the police would alert the organizers of the prostitution syndicate.” 
Some commentators suggested that the government set up a red light district as a way to 
control the sex industry. Nevertheless, Hong Kong police commissioner Dick Lee insisted 
that establishing red light districts would fail to uproot the crime problem. Given the 
built-in conservatism of the government, the ruling elites, and many district politicians 
who do not wish to alienate voters in their constituencies, establishing red light districts 
would be politically unacceptable. Above all, semi—red light districts arguably exist in 
the HKSAR, including Wanchai, Tsimshatsui, Mongkok, and Shumshuipo. 


Antiprostitution Raids 


Anticrime policy in the HKSAR constantly focuses on prostitution and triads. The 
Hong Kong police rely heavily on raids to crack down on cross-border prostitution. 
Their assumption is that transborder prostitution is intertwined with the business 
operations of domestic triads. From January to March 2004, the Yuen Long district 
police cooperated with the Immigration Department to arrest 680 prostitutes, most 
between the ages of 16 and 58 and visiting Hong Kong from the mainland on two-way 
permits.’’ The prostitution syndicate adopted screening methods to foil plainclothes 
police. If customers were suspected of being police, they were denied sex services 
but taken to a room guarded by triad members. Consequently, the police depended on 
orders from the court to close down the premises used for prostitution. 

By using undercover agents, the police succeeded in dismantling the Wo group’s 
vice establishment in 2004. Revenue from the triad’s prostitution business amounted 
to HK $24 million per year.”* The Wo group sent its members to recruit prostitutes from 
the mainland and Thailand, then arranged visiting permits and visas for them to enter 
the HKSAR. In September 2003, the police sent three undercover agents to penetrate 
the Wo group, collecting intelligence on its prostitution business. It was found that the 
mainland and Thai prostitutes stayed in “fashion boutiques,” waiting for the mafoos 
(middlemen) to solicit clients. On June 14, 2004, the police raided ten massage parlors 
and “fashion boutiques,” arresting three triad officers and 57 prostitutes. 

Antiprostitution raids often trigger a vacuum in which different triads compete 
among themselves to occupy a dominant position in the lucrative prostitution industry. 
In March 2004, three triads targeted the “power base” left by the 14K in Tsimshatsui.” 
One of the three triads was the Wo group. From the police perspective, a series of 
“mopping-up campaigns” achieves the objectives of crippling the strength of existing 
triads and preventing the emergence of new triad forces. Triad bosses whose activities 
become prominent often experience police interference. Some triad bosses prefer to 
keep their prostitution business at a low profile so as to evade a police crackdown. 
In May 2006, the police conducted a massive raid on prostitution dens in western 
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Kowloon, arresting 54 people, including mainland women who held two-way-visit 
permits. This was aimed at destroying the revenue of triads and reminding mainland 
visitors of the dangers involved in prostitution. Some triads targeted foreign clients, 
many of whom were Japanese tourists, in part because of their concern about under- 
cover police disguised as local Chinese customers. 


Anti-Triads Operations 


While the Hong Kong police are competent and respectable, an underground govern- 
ment consisting of triads persists. The police work constantly to suppress triad activities 
so that the legitimacy of the HKSAR government can be maintained. 

Triads remain active in the HKSAR, especially in the New Territories, where many 
triad members are indigenous villagers with three-story houses, built under the small 
house policy introduced in 1972.* In 1999, several hundred supporters of two compet- 
ing candidates in the Yuen Long Rural Committee election had a tense confrontation 
outside the Yuen Long district office. To entrench and expand their power base, triads 
make use of village committees, associations, and groups to camouflage their illegal 
activities. Triad bosses also try to capture the chairmanship of various rural committees 
in the New Territories, thus acquiring inside information on the government’s land 
development projects. Some of the villages have “protection committees” controlled 
by triads, which regard outsiders as potential enemies that might encroach upon their 
territorial boundaries.*' During the dispute over the elections of village representa- 
tives, two factions emerged in the rural advisory committee known as the Heung Yee 
Kuk (HYK). Both factions mobilized supporters for a 2002 HYK meeting.” Some 
tural leaders are the target of co-optation by both the HKSAR government and PRC 
officials, who regard them as far more politically acceptable than the prodemocracy 
elites. Yet some noted rural leaders appeared to be the patrons of hidden triad forces. 
Triads in the HKSAR are so influential that a few leaders have successfully pursued 
political careers, penetrating political institutions, supporting government policies, 
and skillfully bargaining with officials.™ 

Although it is illegal in the HKSAR for any person to be a triad member—triad 
members can be imprisoned for up to three years for a first-time offense and seven 
years for a second conviction—tt is relatively difficult for the police to prove that a 
suspect belongs to a triad.*4 The police usually rely on “triad experts,” who appear in 
court to provide evidence against triad members. However, given that the court gives 
triad members relatively light sentences, existing Hong Kong law cannot effectively 
deter organized crime. 

Because membership is difficult to prove in court, and some triad bosses are politi- 
cally entrenched, the Hong Kong police have little choice but to conduct constant raids 
on their establishments. Anti-triad officers monitored and suppressed the activities of 
the Wo Shing Wo triad, which fielded two candidates for leadership in March 2004. 
Since the decline of Sun Yee On, Wo Shing Wo has become the largest triad, with 
150,000 members. The Wo group emerged rapidly in the late 1990s, penetrating the 
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power base of other triads in various districts, such as Tsimshatsui, Mongkok, Shum- 
shuipo, Tsuen Wan, and Kwai Chung. The Wo group’s power base is located in districts 
such as Mong Kok, Yau Ma Tei, and Tsimshatsui. Owing to constant police raids, Wo 
Shing Wo has suffered financially. The controller elected to lead Wo traditionally has 
a two-year term of office. His pay is HK$1,000 per day, and his bonus at the end of 
the term totals HK$3 million. The relatively short duration of the controller’s term of 
office means that elections are held frequently, and election years provide a golden 
opportunity for the police to infiltrate the Wo organization. 

In early 2004, the police targeted the Wo group in Kowloon and investigated 30 
members of the triad.*° In March of that year, the police mobilized 750 officers to raid 
brothels, love motels, cybercafés, and karaoke parlors in western Kowloon, arresting 
432 people and confiscating HK$45 million in cash and other assets. Operation Flame 
Wood could be traced back to an undercover infiltration of the triad 14K in August 2003 
that targeted two brothers, Lo Man and Lo Wai Hung. The two had built up their empire 
through the sex and entertainment industry. The vice syndicate was well organized, 
with a central headquarters, sophisticated electronic monitoring system, recruitment 
section, and a money-laundering scheme that operated through the property market. 
Lo Man’s profits had stemmed from the importation of mainland Chinese women to 
work as prostitutes in Hong Kong since the 1980s. Lo Wai Hung mobilized prostitutes 
to work harder when their business was prosperous. He asked all his subordinates 
to be vigilant about police undercover infiltration. The two brothers expanded their 
businesses, earning HK$10 million per month from vice establishments. The police 
invoked the Organized and Serious Crime Ordinance to freeze the brothers’ assets. 
Lo Wai Hung was imprisoned for 16 months, and his assets of HK$10 million were 
confiscated by the government.*’ The regular raids on triad-related businesses have 
dealt a severe blow to their morale. 

The police also cooperate with the Customs and Excise Department to target the 
triads’ financial resources. In May 2004, officers from the two agencies arrested 63 
members of the Sun Yee On triad for conducting illicit fuel trade. During Opera- 
tion Buttonhead, the police and customs seized 92,000 liters of illicit diesel worth 
HK$276,000 from factories and vehicles in Tuen Mun.** One 46-year-old mastermind 
of the syndicate was arrested, together with three two-way-permit holders from the 
mainland. Obviously, the triad-run illicit fuel business secured the participation of 
mainlanders. The arrested members were charged under the Dutiable Commodities 
Ordinance, which carries a maximum penalty of two years’ imprisonment and a fine 
of HK$1 million. To prevent information about the police raid from leaking, the police 
officers were deployed from Lantau Island rather than from headquarters in Tuen Mun. 
The policing strategies against triads combined interdepartmental collaboration with 
the mobilization of a police force from another district to prevent any corrupt police 
from divulging the details of anti-triad operations. 

Nevertheless, the triads are remarkably resilient. In the face of frequent police 
operations, they adapt and persist. In many districts, they collect protection fees 
from taxi and minibus drivers.*® Triads such as 14K, Shui Fong, and the Wo group 
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continue to control all the minibus lines in the HKSAR.” Some minibus companies 
complained that they were intimidated by the triads into paying an annual protection 
fee of HK$10,000 to HK$20,000 per driver. Despite the police operations, triads 
continue to exert control over the building of small houses in the New Territories, 
leading to the inter—Sun Yee On factional bloodshed in Tuen Mun. The police worried 
about the importation of firearms by triad factions and therefore preempted violence 
by smashing arsenals filled with long knives and clubs. Triad violence often takes 
the form of turf wars, which can have cross-border implications. In August 2002, 
the 14K mobilized 600 members to confront 400 members of the Sun Yee On in 
Tsimshatsui over control of a casino ship called the Golden Princess. The ship was 
a center for gambling after it entered international waters; it had nine gambling 
tables that attracted a maximum bet of HK $500,000 and commission fees of HK $30 
million per month.*! Thanks to accurate intelligence, the police preempted a violent 
showdown. Yet, as long as lucrative businesses are characterized by triad infiltration 
and entrenchment, intratriad struggles that involve imported lethal weapons will 
persist in the HKSAR. 


Police Performance and Effectiveness 


The Hong Kong police force is an effective and adaptive organization that responds 
swiftly to the changing patterns of transborder crime. Although the study of polic- 
ing in Hong Kong has been relatively insufficient,” the model of colonial policing 
in the HKSAR has continued in force even after the retrocession. Public complaints 
against the police declined in number from 3,822 in 2002 to 3,384 in 2003, but police 
training was criticized for “minimizing unnecessary complaints from the public.”” 
The police training program designed in 2002 included courses on the psychology of 
victims and conflict-management skills. Most of the complaints against police con- 
cerned the neglect of duty, misconduct, the use of offensive language, and assault. In 
an increasingly politicized environment, where citizens and groups are fully aware 
of their rights and determined to monitor any bureaucratic abuse of power, the police 
have to be more responsive, transparent, and publicly accountable. The establishment 
of the Police College in January 2006 addressed the criticism that police training was 
not comprehensive. The mission of Police College is to serve the community and 
provide quality training to officers in a “more strategic and holistic manner.” It also 
offers basic training and professional development courses for all police officers, thus 
equipping the police force for the challenges of domestic and cross-border crime. 
The battle with triads and cross-border crime necessitates the use of police in- 
formants. Legislator Michael Mak asked whether police officers who disclosed the 
identity of their informants with triad background would jeopardize their promotion 
prospects. In response, Charles Wong emphasized that the Police General Orders laid 
down procedures on how to register “bad elements” who gave police information. 
In January 2004, several police officers were denied promotions on the grounds of 
breaking internal rules because they had contacts with some “undesirable elements.’ 
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According to Wong, all police officers knew that unless it was part of their duties to 
interact with triad members they could not associate with known criminals or triad 
members. However, there was a hidden concern among a minority of police officers 
that the strict guidelines forbidding contact with triad-related informants might hamper 
the process of intelligence gathering.” Judging from the effectiveness of police opera- 
tions against triad activities and cross-border prostitution rings, the police guideline 
banning off-duty contact between officers and informants is reasonable as it does not 
seem to hinder the success of the program. 

Aware of the fact that a minority of officers may have integrity problems, such as 
using the police computers to visit pornographic Web sites, to access soccer betting 
information, and to download music illegally, the police headquarters in July 2006 
stipulated that officers using police computers would have to log on using their own 
account name and passwords. In May 2008, confidential documents about police 
informants were leaked to the public by officers who inappropriately brought docu- 
ments home with them to work and used their home computers carelessly. Under these 
circumstances, police who use computers improperly and who mishandle confidential 
materials are identified and subject to disciplinary action. Clearly, the Hong Kong 
police swiftly adapts to changing internal conditions. 

Working under tremendous internal pressure, a minority of suspected corrupt police 
committed suicide. In September 2006, Chief Superintendent Stephen Fung Kin-man, 
who was formerly the top officer of the Organized Crime and Triad Bureau, commit- 
ted suicide after being investigated by the ICAC for connections with Chan Tat-chee, 
nicknamed Uncle Ba. Fung speculated heavily in the property market in the early 1990s, 
but suffered a huge financial loss during the Asian economic crisis of 1997-1998. 
Later, his financial situation improved significantly.°’ Chan, a former chairman of the 
China Sciences Conservational Power Ltd., was arrested for misappropriating HK$25 
million from the company. Chan and his accomplices were suspected of conducting 
money-laundering activities in the HKSAR. Given the mainland Chinese background 
of Chan’s company, cross-border crime was involved. The ICAC ordered Fung to ex- 
plain his entanglement in Chan’s activities when a market share transaction of HK$100 
million was found in Fung’s office during a raid conducted by the antigraft agents. 
Fung’s previous achievements in the police force included leading antiprostitution 
campaigns and uncovering 800 rounds of ammunition, an AK-47 assault rifle, seven 
grenades, two shotguns, and seven pistols in December 2003, when he directed an 
operation to destroy a criminal syndicate led by Kwai Ping-hung, a notorious gangster 
who smuggled weapons from the PRC for robberies in Hong Kong.”* The Fung case, 
which was connected with cross-border laundering, not only blemished his reputation 
but also served as an example of officers under ICAC investigation who felt that they 
had little choice but to end their careers, and their lives, tragically. 

Internally, the Hong Kong police have encountered tremendous work pressure. 
Police staffing was affected by the Enhanced Productivity Program, which was in- 
tended to save resources and maximize the use of existing manpower. In 2005, the 
police cut 658 positions, including six superintendents and six inspectors.” In the face 
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of changing crime patterns, in which debt collection with criminal intimidation rose 
from 1,988 cases in 2004 to 2,355 in 2005, the police called for more manpower and 
resources.'” Yet in 2006 the government approved the police plan for recruiting 1,251 
staff, 400 less than the police commissioner’s recommendation. The slight increase in 
manpower propelled the police force to adopt resource-saving measures, such as the 
use of information technology. Other factors shaping the morale of the police include 
the number of officers committing suicide because of personal and financial problems 
and the constant scrutiny of mass media following any abuse of power by the police. 
The number of police officers who required counseling services increased from 306 
to 322 in 2002 and 333 in 2003. In 2005, the number of officers who failed to pay off 
their debts declined from 184 in 2004 to 149 and those who filed bankruptcy dropped 
from 79 in 2004 to 43 in 2005.'°' In 2006, when the Hong Kong economy improved 
significantly and as the government budget showed considerable surpluses, the police 
force was able to recruit 1,250 new officers.’ The difficult time of the police was a 
thing of the past. Withstanding tremendous psychological, workplace, and political 
pressure both internally and externally, the police force represents an indispensable 
pillar of Hong Kong’s criminal justice system whose capacity has been challenged 
by cross-border crime. 


The Role of the Independent Commission Against Corruption 


Since the establishment of the ICAC in 1974, police corruption in Hong Kong has been 
under control. In 1952, an Anti-Corruption Branch was set up within the police force’s 
Criminal Investigation Department.'® But in spite of this, organized police corruption 
became serious from the 1950s to the early 1970s. In 1971, the Anti-Corruption Branch, 
separated from the Criminal Investigation Department, became the Anti-Corruption 
Office led by an assistant commissioner. In 1973, the office looked into the case of 
Peter Godber, who was the deputy district commander of Kowloon. Godber later fled 
Hong Kong but was extradited to the colony to stand trial on corruption charges. The 
ICAC had been determined to pursue a number of important police corruption cases 
before Governor Murray MacLehose granted amnesty to corrupt civil servants whose 
offenses occurred before 1977. 

Since mainland China’s resumption of sovereignty over Hong Kong, police corruption 
has occasionally emerged. In late 2003, senior superintendent Sin Kam-wah was jailed for 
three months for misconduct while in public office. Sin had accepted bribes in the form 
of sexual services from prostitutes. Later, the Court of Appeal deducted one year from 
the three-year sentence because it viewed the sentence as “too high.’’’™ In June 2004, the 
ICAC arrested 20 people, including five OCTB officers, for corruption. According to the 
ICAC, the five officers received “benefits” from the Wo triad. Each of the five officers 
was suspected of receiving “several thousand dollars” in bribes in exchange for their 
“protection” of vice establishments. The cases of Sin and the alleged corrupt officers cast 
a shadow over the generally positive image of the Hong Kong police force. 

The ICAC has the political will to pursue corrupt police and their assets. In May 
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2006, the family of the late police sergeant Hon Sum reached an out-of-court settle- 
ment with the Department of Justice, allowing the latter to control his HK$140 million 
estate.'°° The ICAC investigated Hon in 1976 for assets that were disproportionate to 
his salary of HK$194,000 over 31 years of service in the Royal Hong Kong Police 
Force. In 1971 Hon opted for early retirement. At that time his 49 properties were 
valued at HK$2.12 million. Hon moved to Canada but was arrested in 1976. The ICAC 
tried to have him extradited to Hong Kong from Canada, but the extradition attempt 
failed due to a lack of evidence. Realizing that the ICAC was pursuing him, Hon in 
1978 fled Canada for Taiwan, where he resided until his death in 1999. It was said that 
Hon owned restaurants in Vancouver and real estate in Bangkok as well as Florida. 
The ICAC and the Justice Department’s determination to recover Hon’s assets sent 
a message to corrupt civil servants in the HKSAR that even if they escape to “safe 
havens,” their assets will be subject to recovery by the government. Nevertheless, 
the Hon case revealed the difficulties in extraditing corrupt officers from Taiwan to 
Hong Kong as the two places have not yet established formal legal relations. Taiwan 
remains a safe haven for some former corrupt Hong Kong police officers, notably Lui 
Lok and Tsang Kai-wing.!° 

Although the ICAC represents a model for many other parts of the world in fight- 
ing corruption, the commission has been affected by internal management problems 
and external challenges. Internally, officers of the Operation Department were under 
enormous pressure from senior management to produce results. A minority eventu- 
ally left the ICAC for the private sector.'°’ Another managerial problem involved the 
integrity of a staff member who had cheated the ICAC authorities by obtaining HK$1 
million for sick leave pay.'* Furthermore, the way in which the ICAC handled its 
informants was questioned after one of them complained that the antigraft body had 
“betrayed” him by revealing his status inappropriately after four years of diligent 
work.!® According to the informant, he received a HK$7,000 monthly allowance 
from the ICAC, but its “technical error” forced him to testify publicly in a court case. 
His monthly allowance was terminated after he could no longer provide any useful 
information to the ICAC. 

In February 2004, a group of ICAC officers wrote an anonymous letter to the Leg- 
islative Council (LegCo), urging the law-making body to probe the low morale of their 
colleagues. The letter claimed that “unfair” treatment by management became “very 
terrifying” as a number of ICAC officers had either been “demoted” or decided to opt 
for “voluntary deployment to lower-level positions.!!° It complained about personnel 
redeployment and the criteria used by the management. According to the anonymous 
complaint, high-level ICAC managers protected a chief investigator despite his “se- 
rious misconduct,” which included a conviction for driving while intoxicated. The 
ICAC spokesperson replied that the chief investigator convicted of drunk driving had 
already been fined and received a reprimand after an internal investigation. Former 
ICAC Commissioner Raymond Wong Hung-chiu insisted that the best barometer of 
staff morale was their performance, and the ICAC’s conviction rate was 85 percent 
in 2003. Yet the internal atmosphere of the ICAC was so tense that some officers felt 
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that their superiors took all the credit and that the leaders did not take responsibility 
for any mistakes made by subordinates.''’ Consequently, some officers responsible 
for operations resigned quietly for personal reasons. 

The effectiveness of the ICAC has occasionally been undermined by the problematic 
way in which some of its officers collected evidence from corrupt suspects. In June 
2004, Chan Sai-ming, a former record company boss, walked free after a district court 
dismissed bribery charges against him. The judge questioned whether the ICAC had 
obtained Chan’s “confession” under duress, for his mobile phone had been taken away 
thus denying him his right to access legal representation.'!* Chan’s defense lawyer as- 
serted that the ICAC forced him to confess so that the “big tigers” like Albert Yeung, 
the Emperor Group chairman, would be brought down. In response to the ruling, the 
ICAC maintained that it adhered to the legal requirement that all detainees be given 
notice of their right to communicate with their legal representatives. 

Despite ICAC managerial problems, syndicate corruption has been almost elimi- 
nated in the HKSAR. The ICAC Operation Review Committee reported that the “civil 
service is relatively clean and there is no indication of resurgence of syndicated cor- 
ruption.”''3 However, the committee was concerned about “the undesirable culture 
of some civil servants accepting entertainment from contractors, particularly in the 
construction field,” for “the offer of lavish entertainment and free prostitution services 
was often found to be a ‘softening’ process leading to corruption.”''4 Moreover, the 
committee expressed concern about the backlog of complex cases that required more 
time and resources from the ICAC to investigate. This backlog might hinder the 
ICAC’s effectiveness in combating corruption. 

Externally, ICAC efforts are resisted by other forces, including the police. The 
revelation of Sin Kam-wah’s corrupt activities in 2003 provoked a strong reaction 
from the police force, which has developed an organizational culture of protecting its 
good image and responding negatively to media coverage of its scandals.''* Another 
external challenge to the ICAC is the skillful challenge from attorneys, some of whom 
had formerly worked in the agency and were aware of the antigraft agency’s opera- 
tional loopholes. In June 2006, a renowned criminal lawyer and former ICAC officer, 
Andrew Lam Ping-cheung, was found guilty of perverting the course of justice.''® In 
July 2004, the ICAC arrested Derek Wong Chong-kwong, the chairman of the publicly 
listed Semtech International Holdings, on charges of market manipulation. According 
to the government prosecutor, Wong conspired with Lam to ascertain the testimony 
of a potential witness. During the trial, the ICAC’s former director of investigation, 
Gilbert Chan Tak-shing, testified that internal miscommunication had prevented him 
from signing a document in time for court proceedings. Chan resigned in July 2005, 
fueling speculation that he was at loggerheads with his superiors. His testimony re- 
vealed the ICAC managerial problem, whereas Lam’s case demonstrated how a former 
antigraft buster could turn into a legal professional against the ICAC."”” 

The use of wiretapping by the ICAC to combat crime has been under legal chal- 
lenge. In July 2006, the Court of Appeal ruled that the ICAC violated the Basic Law’s 
stipulation of protecting individual privacy by using a witness. This witness received 
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special amnesty from the anticorruption agency for allowing it to record his conversa- 
tions with two suspected corrupt police officers.''’ The corrupt police were allegedly 
involved in not only a conspiracy of importing mainland women to work in a prostitu- 
tion den but also investing in the prostitution business. The officers were convicted 
and jailed, but appealed the court judgment. Above all, the Court of Appeal’s verdict 
can have a profound impact on the ICAC’s ability to combat cross-border crime. 
According to legislator James To, the ICAC would have to gain the approval of the 
court judge prior to its surveillance of corrupt suspects. While Hong Kong’s society 
demands that the ICAC strike a balance between law enforcement and the protec- 
tion of civil liberties, the balance is difficult to reach. Experienced attorneys, corrupt 
suspects, human rights lawyers, and court judges constantly challenge the legality of 
the ICAC’s actions, including its secret surveillance. This phenomenon is healthy in 
a relatively liberal society, where the rule of law is deeply entrenched. But from the 
perspective of law enforcement, the ICAC’s work has been hampered by the heavy 
emphasis on the protection of privacy and individual liberties. 

Finally, value change in the HKSAR has constituted an external challenge to ICAC 
efforts. A survey of 1,500 citizens conducted by the ICAC in October 2003 found 
that the majority of respondents (70 percent) did not see corruption as a common 
phenomenon in government departments and that only 17 percent saw corruption as 
common within government agencies.''? While 46 percent believed that corruption was 
not serious in the business sector, 41 percent did perceive it as common. Moreover, 67 
percent of the respondents conceived the ICAC as effective, down from the 70 percent 
adopting the same view in 2002. In 2001, 27.4 percent of the respondents believed that 
the ICAC work was ordinary, 1.8 percent said anticorruption efforts were ineffective, 
and 2.2 percent had no opinion. Forty-eight percent of the respondents agreed that the 
ICAC had a deterrent effect on corrupt elements in 2003—a slight decline from 52 
percent in 2002. Yet, 30 percent of respondents in 2003 were worried that corruption 
would deteriorate perhaps because of their perception that China’s widespread cor- 
ruption would probably spread to Hong Kong, a drop of 6 percent compared with the 
2002 figure. The ICAC spokesman insisted that citizens were in general optimistic 
on the subject of anticorruption. The chairman of the Legislative Council’s Security 
Panel, Andrew To, cautioned against the ICAC’s optimism, pointing to the possibility 
that a decline in public “recognition” of the ICAC’s work was attributable to closer 
economic interactions between Hong Kong and mainland China. 

Confronting internal and external challenges, the ICAC remains committed to ex- 
ploring new solutions to cross-border corruption. In January 2007, the former ICAC 
head Fanny Law visited Beijing to meet with officials in the Supreme People’s Procu- 
ratorate, the Ministry of Supervision, the Ministry of Public Security, and other judicial 
organs to strengthen cooperation between Hong Kong and mainland China.'”° Law 
toyed with the idea of updating the 1995 ICAC guideline on cross-border corruption 
in accordance with the evolving the PRC antigraft laws and regulations. According 
to Law, although Hong Kong and mainland China have close business interactions, 
the two sides have not yet established a framework for the extradition of corrupt of- 
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fenders. The idea of extraditing to Hong Kong corrupt offenders who use the PRC as 
a safe haven cannot be implemented easily. In 2006, a financial services commenta- 
tor wrote to Chief Executive Donald Tsang and Secretary for Justice Wong Yan-lung 
to demand that the ICAC arrest warrant on the corrupt mainland businessman Chau 
Ching-ngai be served.'?'! Because mainland China and the HKSAR have different legal 
systems, the extradition of corrupt offenders requires detailed negotiations between 
them. Above all, Chau’s corrupt act affected mainland PRC officials, so it can be ar- 
gued that the mainland has jurisdiction over his case. Ultimately, “one country” must 
dominate the “two systems.’’!”* Furthermore, extending the Hong Kong anticorruption 
guidelines to the mainland would introduce the problem of implementation; Hong 
Kong businesspeople who have assimilated the mainland culture of buying gifts for 
officials to develop better guanxi would have difficulty adapting to the use of Hong 
Kong’s anticorruption guidelines in the PRC.'”* The legal and practical limitations on 
the adoption of Hong Kong’s anticorruption culture in the PRC will persist. 


Prison Management 


Mainland Chinese comprise a considerable proportion of the prison population in the 
HKSAR. In 2002, 3,569 (28.8 percent) of the 12,412 prisoners in Hong Kong came 
from the mainland.'™ In 2003, 3,674 (29.5 percent) of the 12,472 prisoners were from 
the PRC. From January to March 2004, there were already 4,074 mainland prisoners 
(32 percent) among 12,723 inmates. Some mainland prisoners wrote to legislators, 
requesting that they be allowed to serve their sentences in PRC prisons, in part to 
allow relatives to visit them more easily and in part because of the overcrowding in 
Hong Kong prisons. In response, legislator Leung Yiu-chung asked the secretary for 
security to expedite the conclusion of an agreement with Beijing over the transfer of 
mainland prisoners from Hong Kong to the PRC, and vice versa. According to the 
Security Bureau, the two sides tried to negotiate an exchange agreement after March 
2000; the negotiations were difficult and time-consuming because Hong Kong’s legal 
system allows for a reduction in sentences. 

The surge in mainland prisoners has contributed to prison overcrowding in the 
HKSAR. Commissioner of Correctional Services Pang Sung-yuen admitted that prison 
overcrowding became serious and exposed prison guards to attacks by inmates.!”° Ac- 
cording to Pang, if space remained insufficient the prison population would continue 
to increase, but relations between inmates and guards would deteriorate. Operating 
24 institutions, the Correctional Services Department (CSD) managed 12,705 in- 
mates in 2004, 11,311 in 2005, and 11,364 in 2005.'° The department proposed that 
the construction of a cluster of prisons in Hei Ling Chau to ease the overcrowding 
problem. Designed to accommodate 7,220 prisoners, the compound is scheduled to 
open by 2013. 

Manpower shortage is another thorny problem plaguing the CSD. In 2004—2005, 
the department slashed 80 posts because of budget cuts imposed by the government. 
In 2004, it had 6,000 officers and 1,000 civilians. The department advertised for 30 
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female assistant officers to cope with a rise in the number of female offenders, includ- 
ing those from the mainland; the existing staff often complain about the detrimental 
impact of manpower shortage on their morale.!?” To deal with the manpower problem, 
the CSD converted Ma Hang Prison from a male to a female institution in October 
2003. Moreover, the CSD altered parts of the Victoria Prison to accommodate female 
inmates and the staff quarters beside the Lai Chi Kok Reception Center are to be 
transformed into a prison for women. 


Youth Problems and Cross-Border Crime 


Although the HKSAR government has made strenuous efforts at combating cross- 
border crime, many young people in Hong Kong are lured by materialism and op- 
portunism, participating in cross-border criminal activities such as widespread drug 
abuse and the solicitation of mainland prostitutes. It was reported that some affluent 
middle-class parents had hired private detectives to investigate the cross-border 
activities of their children, who are suspected of engaging in drug trafficking and 
the solicitation of prostitution in South China. The drug problem among Hong Kong 
youth is widespread; a 13-year-old girl died of a drug overdose in a karaoke bar in 
July 2006; some young popular entertainers treat drug abuse as normal; discotheques 
and karaoke bars are common locations for commerce in illicit drugs; and the Internet 
has been used as a channel for the sale of the drug ecstasy. 

In the northern part of the New Territories, 69 youths were arrested for drug abuse 
from January to October 2006, including 12 children between the ages of 10 and 
15—a dramatic increase over the 39 young people in the same district arrested from 
January to December 2005.'* The Shenzhen police’s 15-day detention of 100 Hong 
Kong youths for drug abuse in Shenzhen in late December 2006 might well have a 
deterrent effect on the youths as they complained about the poor living conditions and 
“inhumane treatment” at the detention center.’ It is ironic that Hong Kong youths had 
to be educated by mainland authorities about their drug abuse while their behavior is 
left largely unchecked in the HKSAR. 

Many young men have utilized the 24-hour cross-border visitation passes to travel 
to various cities in Guangdong, such as Shenzhen and Dongguan, to solicit young 
mainland prostitutes.'°° Townships such as Xiang Xia (Sheung Sha) and Xia Xia in 
Dongguan, where some village heads cultivate relations with triads and government 
officials, have gained a notorious reputation as a “paradise” for Hong Kong men. As 
long as many Hong Kongers continue to treat women as objects for their chauvinistic 
exploitation, crime control will be severely limited. Compounding the problem of 
juvenile delinquency is the persistently examination-oriented and spoonfed education 
system in Hong Kong, where many young people simply lose interest in the pursuit 
of knowledge, making them more vulnerable to criminal activities. Moreover, many 
young people lack sufficient care at home, especially as their parents are far more 
interested in earning money than in the personal development of their children.!*! In 
addition, campus violence loomed as a thorny problem in 2004, as the mass media 
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revealed that several secondary schools had adopted a self-protective attitude toward 
students who had physically attacked their teachers.'*? Although many high schools 
worked hard to educate their students on the need to observe discipline and obey 
teachers, the reality is that discipline was lax in some schools, where the authority 
crisis of teachers became a serious problem. Unless the education system is revamped 
and extensive antidrug as well as moral campaigns are launched in the HKSAR, 
many young people will remain susceptible to cross-border drug abuse, solicitation 
of prostitution, and other criminal activities. 


Summary 


The responses of the Hong Kong postcolonial state to cross-border crime embrace 
several dimensions: regulatory, disciplinary, and intergovernmental. The regulatory 
aspect is characterized by the use of laws and regulations to control cross-border 
crime. In terms of discipline, the police, the Immigration Department, the Customs 
Department, the CSD, and the ICAC play a critical role in controlling transborder 
criminal activities. Many instruments have been used, such as the deployment of un- 
dercover agents, the use of informants, the reliance on informants, and the launching 
of anticrime campaigns. Fortunately, the manpower and resources of the disciplinary 
forces in the HKSAR are in general sufficient to repel cross-border crime. The policy 
of allowing more mainlanders to visit the HKSAR since mid-2003 has presented law 
enforcement agencies with tremendous challenges. A careful analysis of the changing 
crime patterns in the HKSAR since mid-2003 shows that mainlanders are increasingly 
involved in transborder crime. Yet the criminal justice system in the HKSAR is solid, 
thanks in part to institutions established during the colonial era. The anticorruption 
agency in the HKSAR remains effective in curbing corruption in the public sector, 
although the private sector is increasingly punctuated by commercial crime relating 
to mainland officials and businesspeople. With the exception of art crime, which calls 
for more intervention and efforts from the HKSAR government, cross-border crime 
is being controlled by its law-enforcement agencies. As long as the postcolonial state 
agencies in the HKSAR remain largely clean, efficient, and effective, control over 
cross-border crime will be sustained in the foreseeable future. 


4 


Response of the Postcolonial 
State in Macao 


Cross-border crime took place in Macao when the region was still under Portuguese 
rule. With the increase in human interactions between Macao and the PRC since the 
1990s, the patterns of cross-border crime have changed. In response, government 
agencies in postcolonial Macao have been taking measures to combat the intrusion 
of transborder crime. 


Cross-Border Crime and Politics from Colonial to Postcolonial Macao 


Cross-border crime was taking place long before Macao’s retrocession to the PRC 
on December 20, 1999. In 1994, a gang of six masked robbers burst into the Hyatt 
Regency’s casino, fired their pistols and an AK-47 machine gun, and stole HK$25 
million in chips, cash, jewels, and watches.' The gangsters escaped to Zhuhai, but 
later the PRC government arrested them and sentenced two of them to death. The 
robbery marked a deterioration of law and order in Macao during the twilight of the 
Portuguese era. Throughout the 1990s, more mainland prostitutes penetrated Macao 
than ever before, affecting the image of the Portuguese capitalist enclave. 

Macao has been traditionally viewed as a place for North Korean drug-trafficking 
and money-laundering activities.” In 1994, the Macao police raided the Zokwang 
Trading Company, which was staffed by North Koreans holding diplomatic passports, 
and found fake U.S. currency in the office. The counterfeit currency was laundered 
through Zhuhai, where it was exchanged for Japanese or German currency. Apart 
from counterfeiting, the North Korean military had a commercial department known 
as New Hap Heng in Macao. Its mission was to handle the sale of weapons to other 
Asian states, such as Iran and Pakistan. 

Macao’s casinos have become a magnet for local and Hong Kong triads. During 
the 1990s, the criminal underworld had silently and gradually penetrated the casinos. 
Due to the failure of both the Macao government and Stanley Ho to maintain a bal- 
ance of power in Macao’s underworld, triad wars reached an apex shortly before the 
retrocession in December 1999. Traditionally, Stanley Ho’s Sociedade de Turismo e 
Diversoes de Macao (STDM) was the most powerful broker, determining the allocation 
of casinos to various forces. With the growth of tourism, local and Hong Kong triads 
began to cast a covetous eye on the growing casinos. Each casino became a bone of 
contention as triads tried to oust their political foes from the control of VIP rooms, 
chips, credit, and prostitution. The Macao government’s gambling and supervision 
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officials were unable to maintain the precarious balance of power in each casino and 
each VIP room. The emergence of triads in new casinos meant that neither the Macao 
government nor the STDM was seen as a referee that could deal with the factional 
disputes within the casino industry. 

The rise of Wan Kuok-koi, the head of triad 14K and nicknamed the Broken Tooth, 
was evidence of the changing balance of power in Macao’s underworld. In 1998, he 
claimed that his triad had 10,000 members, that his gang committed illegal activities 
(though not drug trafficking), and that Ng Wai, the boss of the New Century Hotel, 
was jealous of his meteoric rise.* Ng, originally working in Hong Kong’s protection 
racket, developed his casino career in the Philippines during the 1980s and went to 
Macao in 1987. Wan’s enemies were unhappy with his ability to neutralize 14K mob- 
ster Ping Mo-Ding, and they promised a larger share of VIP rooms to the Shui Fong 
triad if Wan were killed. In any event, Wan’s emergence led to his factional struggle 
with Ng and Shui Fong. Triad wars broke out. On July 30, 1997, three days before the 
opening of Ng’s refurbished New Century Hotel, a triad shot up the hotel facade with 
machine guns and injured three security guards—an event that marked one of the 20 
gangland slayings and acts of violence in Macao in 1997. The confrontation between 
Wan and his rivals, and the flamboyant, and extremely high-profile way in which he 
gave his interview to overseas journalists, alienated both the Portuguese and the PRC 
authorities, who believed that the triads were attempting to assert their authority over 
the formal government in Macao. 

The Portuguese authorities and the PRC government were determined to crack 
down on the Macao triads. In May 1998, Wan was arrested. In November 1999, he was 
convicted of criminal association, loan sharking, and illegal gambling and sentenced 
to 15 years’ imprisonment.° Justice Fernando Estrela, who had come to Macao from 
Portugal to preside over the case after a court judge handling the Wan case resigned and 
left Macao, ruled that the assets of the nine individuals who were convicted, includ- 
ing Wan, would be confiscated. Estrela “presided in an unusually aggressive fashion, 
seemingly determined to get the proceedings done.” Wan’s defense lawyer, Petro 
Redinha, argued that there was an “act of violence” against due process.’ Regardless 
of whether the Wan trial was based on solid legal evidence and procedures, the crux 
of the matter was the political determination of the Portuguese and PRC authorities to 
settle Wan’s fate so as to solidify the legitimacy of the new Macao government. 

In response to the decline in law and order, and the STDM authority crisis, an alli- 
ance composed of Beijing and the incoming MSAR government led by Chief Execu- 
tive Edmund Ho was determined to open up the casino franchise. In August 2001, the 
Legislative Assembly passed Law No. 16/2001 to establish a regulatory framework for 
the casino industry. In October, an eight-member Gaming Management and Tenders 
Commission was set up, which later examined proposals from 21 bidders. In March 
2002, Stanley Ho’s STDM monopoly was broken up after casino franchises were granted 
to Galaxy Casino Company and Wynn Resorts, in addition to a contract awarded to 
the STDM successor, the Sociedade de Jogos de Macao (SJM). Liberalization of the 
gaming industry was seen as a panacea for the triad wars and internecine feuding within 
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Stanley Ho’s casino empire. Originally, Ho was resistant to the idea of liberalizing the 
casino industry, viewing it as a zero-sum game marking his downfall. After decades 
of extensive expertise in Macao’s casino industry, Ho adapted to the new government 
policy of liberalization. The transformation of the STDM into the SJM, and the new 
leadership under Pansy Ho, rejuvenated Stanley Ho’s casino flagship. The opening of 
the Grand Lisboa in February 2007 signaled the tenacious ability of Ho and his daughter 
to adapt to competition from new casino franchises in the MSAR. 

In the wake of the imprisonment of the 14K boss, Wan Kuok-koi, Macao’s triads 
learned a bitter lesson about the need to adopt a low-profile approach to their operations 
and rivalries. Beijing presented a united front targeting triad bosses, using middle- 
men to convey a message that the underworld could not become a political force 
that would delegitimize the new Edmund Ho administration. In November 1999, the 
Zhuhai Supreme People’s Court upheld an earlier court decision to execute Ye Cheng- 
jian, the leader of Macao’s Big Circle Gang, convicted of robberies, murders, arms 
smuggling, and the possession of an ammunition warehouse.* Anti-triad operations 
in Guangdong and Zhuhai led to the arrest of six Macao gangsters and a mainlander, 
illustrating that Beijing was keen to prepare Macao’s smooth return to the motherland. 
The triads’ decision to lay down their machine guns days before Macao’s return to 
the mainland was in political deference to the PRC government. The combination of 
hard-line and soft-line PRC policies toward triads worked to help legitimize the new 
Macao regime. 

Portuguese casino governance in Macao from the 1960s to the 1990s was marked 
by the STDM monopoly and a precarious balance of power that was tipped in favor 
of triads. In 2002, the balance was restored in favor of a fragmented casino industry 
after the granting of three franchises. At present, Stanley Ho remains an influential 
player in Macao’s casino industry, possessing the experience and expertise to compete 
with other contenders, such as Lui Chi Woo’s Galaxy, Sheldon Adelson’s Venetian, 
and Steven Wynn’s Wynn Resorts. In April 2005, Pansy Ho’s SJM reached a joint 
venture agreement with the MGM Mirage for 18 years. The joint venture became a 
subconcession to Stanley Ho’s concession, illustrating the SJM’s ability to adapt to 
the newly competitive era. However, it is still unclear whether the SJM will remain 
competitive in the post-Stanley Ho era. Stanley Ho tried to blunt the detrimental 
impact of any possible factional feud in the SJM by granting the subconcession to 
a foreign partner. His assumption is that, by internationalizing SJM operations, its 
management and leadership would have to focus on strategic partnership internally 
and competitive capacity externally. Ho endorsed the cooperation between his son 
Lawrence Ho’s Melco International Development Limited and Australia’s Publish- 
ing and Broadcasting Limited (PBL). In October 2004, after Melco’s partnership 
with the PBL was announced, Stanley Ho resigned as Melco’s executive director 
and chairman.’ In September, the Macao government approved PBL’s purchase of a 
gaming subconcession from Wynn Resorts for US$900 million.'° Internationalization 
of Macao’s casino industry is expected to modernize its internal management and to 
curb triad politics and infighting. 


134. CHAPTER 4 
Reform of Disciplinary Forces 


Before Macao’s retrocession to the PRC, the police force had been plagued by cor- 
rupt elements forging links with triads."' In 2002, the Unitary Police Service was 
established by merging two subordinate police departments, the Judicial Police and 
the Public Security Police.'!? The Unitary Police Service serves as the central com- 
mand overseeing the gathering and analysis of the intelligence of the two subordinate 
police agencies. It coordinates Macao’s relations with neighbors, such as Hong Kong 
and Guangdong, in their joint combat against organized crime. In 2002, the agendas 
of the Unitary Police Service included managerial improvement, personnel training, 
academic exchange, and professional training. A task force was set up to integrate the 
criminal records collected by the two subordinate agencies. In 2006, the Judicial Police 
Department announced that it would recruit 282 additional staff members to replenish 
the current 572 officers in the next five years to meet the challenge of maintaining law 
and order.'? New branches would be set up, including sections to combat gambling, 
money laundering and terrorism, and economic crime and address information and 
telecommunications needs. 

Some legislators questioned the criteria for hiring new recruits. It was uncertain 
whether the police would continue to encounter manpower shortages, whether on- 
the-job training of police officers would be enhanced, whether the slight increase in 
manpower would really be adequate, and whether the importation of workers would 
be beneficial to the police force’s restructuring plan. Legislator Fong Chi-keong said 
that in the face of 20 million mainland tourists visiting Macao annually, the 6,000 
officers of the disciplinary forces comprising police, customs, and fire service would 
be insufficient. He called on the government to improve the recreational activities and 
welfare of the police, whose remain under great work pressure. Most significantly, 
many front-line police officers grumbled about their relatively low salary, compared 
that of security personnel in casinos. Some of them complained that while the entry- 
level monthly salary was MOP$11,000, their salary after six years of service increased 
only by MOP$2,000. For these reasons, some officers toyed with the idea of joining 
the casinos’ private security services. Secretary for Security Cheong Kuoc Va admitted 
that the shortage of police manpower would be increasingly acute as more casinos were 
built and police reached retirement age in 2007 and 2008. Cheong denied that police 
morale was low because a reward system had been instituted, promotion prospects were 
improved, and salary increases would target officers with higher education levels. He 
revealed that the Macao police force had used clinical psychologists to help officers 
since 2001 and that the top-level management was keen to enhance communications 
with the rank and file so that the grass-roots grievances could be addressed. 

Still, corruption remains a problem that undermines the image and effectiveness of 
the police force. In May 2006, an underground bank of MOP$4.6 million was robbed 
by a syndicate in which two police officers were involved and a formerly dismissed 
police officer worked in a casino as a middleman." The syndicate was embroiled in 
loan sharking, offering loans to police officers who had developed debts. It manu- 
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factured fake immigration stamps and identity documents for illegal immigrants to 
sneak into Macao. The scandal unveiled the extent of police gambling and corruption. 
Legislator Jose Pereira Coutinho commented that, apart from a few cases of suicide 
among police officers, the Macao police were riddled with addiction to gambling and 
running up huge debts. He suggested that the Police Supervision Committee, a body 
that monitored police work, would be strengthened. Other legislators called for the 
consolidation of police training and ethical education. In response, Cheong Kuoc Va 
remarked that police training and scrutiny would be enhanced. However, the police 
image had been severely tarnished. As one youth put it, “The police know the law 
and yet break it. How can we trust them?”! Another citizen went so far as to state 
that “police act like thieves and the thieves are the police.’’!® 

As mentioned above, the relatively low salary of rank-and-file officers remains 
to be addressed. In 2006, 10 percent of the 3,000 positions in the police were vacant 
mainly because of resignations and retirements.'’ Some officers publicly complain 
about their salary as lower than that of many private-sector professionals and their 
dismal promotion prospects. One officer complained to the media that his colleagues 
had developed a lax attitude toward their work, thus affecting morale. The police 
authorities provide incentives to those who demonstrate outstanding performance, 
such as presenting awards to thirty-six officers in July 2006. Still, a minority of un- 
derpaid police succumb to corruption. A court hearing of a triad case in the MSAR 
revealed that a Hong Kong triad had penetrated a sports association in Macao and 
paid MOP$5,000 monthly to an officer in exchange for intelligence on police raids 
and a list of criminal suspects. 

In addition to police reform, prison management has been improving since re- 
cently. In May 2006, the Executive Council deliberated on a bill that would reform 
prison management by strengthening integrity checks of all new recruits, increasing 
the education level of new prison guards and altering the methods of recruitment and 
promotion at all levels of the prison staff.'* Educational requirements for all officers 
at and above the rank of inspector would be increased to upper-secondary level. Most 
important, 170 prison guards on contractual terms were rewarded with permanent posi- 
tions in order to boost morale. On-the-job training would be introduced; work teams 
would be established to improve communication between superiors and subordinates; 
subordinates would meet with their superiors to express their concerns; and clinical 
psychologists would be hired to reduce the work pressure of prison staff. Also, a new 
prison would be built at Coloane Island that would accommodate 1,500 inmates.'? All 
these measures aimed at improving the effectiveness of the prison police. 


Anticorruption and Its Limits 


According to Cheong U, the commissioner of Macao’s Commission Against Corrup- 
tion (CCAC), the Judicial Police and the Macao Monetary Authority are responsible 
for tackling money laundering, whereas the CCAC deals with the integrity and ethical 
problems of civil servants. The Gaming Inspection and Coordination Bureau is respon- 
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sible for managing the casinos, but the CCAC checks and balances the behavior and 
performance of the bureau’s civil servants. The CCAC briefs the managerial personnel 
of casinos on all ethical issues, while the casinos themselves train the lower-ranking 
staff.” The CCAC has been addressing public-sector corruption and misadministration. 
This structural design is not sufficiently equipped for the MSAR to confront transbor- 
der organized crime, for criminal activities such as money laundering and corruption 
involve private-sector employees. Money laundering, according to Cheong U, is under 
the Judicial Police’s jurisdiction. But it remains to be seen whether the CCAC will 
widen its jurisdiction to the private sector. The CCAC has made genuine efforts to edu- 
cate casino managers, civil servants, and schoolchildren on the principles of honesty, 
integrity, and fairness. Its work is likely to have long-term effects on Macao’s society. 
In the meanwhile, the CCAC is aggressively reaching out to the public, publicizing its 
work, and creating an image of maintaining a clean MSAR government. At the same 
time, money laundering is beyond CCAC jurisdiction.”' Overall, the anticorruption 
agency has tried its best within the existing structural constraints. 

Table 4.1 shows that about half the cross-regional corruption cases were connected 
with mainland China. Although the CCAC did not provide a yearly breakdown of the 
mainland-related cases from 2000 to 2006, Macao’s politico-economic integration 
with the motherland has naturally contributed to the interconnectedness between the 
territory’s criminal cases and the PRC. 

The CCAC is constrained by the Office of Public Prosecutions, which decides 
whether the government can initiate legal action against any party or individual 
involved in a criminal case. Their cooperation is necessary so that they can fight 
corruption effectively. It took “a long time” for the procurator to study whether the 
anticorruption commission’s evidence against corrupt suspects in the naval police 
could be used.”” Moreover, the commission has to cooperate with its mainland an- 
ticorruption counterpart to tackle corrupt cases. The PRC anticorruption authorities 
monitor gambling activities of mainland cadres by various means, such as dispatching 
agents to visit Macao’s casinos covertly. Finally, the CCAC must cooperate with the 
mainland’s procuratorate in the combat against PRC corrupt officials.” 

Cross-border corruption involving mainland officials is under the jurisdiction 
of PRC authorities rather than the Macao CCAC. Officials, including the central 
government’s representatives in Macao, regard the situation as sensitive, as it affects 
Beijing’s image. In January 2006, Wang Jinxiang, the deputy director of the central 
government’s liaison office in Macao, denied that the CCP was investigating a corrup- 
tion case that led to the “dismissal” of Deputy Director He Xiaowei.” According to a 
report in Yazhou zhoukan, He founded a construction company and used his personal 
network to bid on the Liaison Office’s new headquarters. As a result of “fraud” in 
the renovation project, He was instructed by the CDIC to take early retirement. The 
incident revealed that PRC authorities investigated charges of corruption with regard 
to their representatives in Macao. 

The penalty and legal procedures involved in anticorruption cases in Macao are 
riddled with problems. In 1998, the CCAC discovered that a customs officer received 
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Table 4.1 


Criminal Cases Received and Investigated by the Macao Commission Against 
Corruption, 2000-2006 


Number of Criminal cases Cross-regional 
complaints investigated cases* 

2000 978 83 14 

2001 1,265 112 25 

2002 1,116 115 28 

2003 1,077 85 38 

2004 1,227 75 24 

2005 1,109 69 23 

2006 840 54 30 


Source: CCAC, March 2007. 
* Approximately 50 percent of the cases were related to mainland China. 


bribes of MOP$15,000 and a car from a Macao businessman who arranged smug- 
glers to bring cigarettes and wine illegally from the PRC into the territory. It took five 
years for the court to reach a decision on the case—a reflection of the extremely slow 
progress of legal proceedings. The penalty on the businessman was merely one year in 
prison. Although the customs officer’s work was terminated immediately and he was 
imprisoned for two years and nine months, the penalty failed to deter corruption. 


The Case of Ao Man Long 


The revelation of the corruption and money-laundering case involving the ex-secretary 
for transport and public works, Ao Man Long, had important cross-border implications 
for organized crime. In December 2006, the CCAC detained Ao and 11 other people, 
including his relatives, on charges of involvement in bribery and money laundering.» 
The CCAC asserted that Ao had abused his power by taking bribes, registering shell 
companies abroad, and then laundering money through various overseas bank accounts. 
The CCAC cooperated with the Hong Kong ICAC through mutual assistance and 
information-sharing mechanisms. In January 2007, the CCAC apprehended a number 
of property developers suspected of transferring company shares, residential premises, 
and parking spaces to Ao in exchange for his granting them a number of government 
construction projects from 2003 to 2006. The CCAC suspected that a businessman 
transferred at least HK$40 million to Ao’s bank accounts and overseas company in 
2005 and 2006. Shortly after the revelation of the Ao case, a suspected property de- 
veloper left Macao for Southeast Asia through mainland China. Moreover, mainland 
Chinese corporations were involved in the Ao scandal, revealing the interconnection 
between mainlanders and Macao people.” 

The Ao case demonstrated the cross-border nature of corruption and money launder- 
ing. The high value of Ao’s bank transactions in the HKSAR triggered the suspicions 
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of Hong Kong’s anti-money laundering authorities.?” PRC authorities were wary of 
overexpenditures in the East Asian Games held in Macao in 2006. Their investigation 
uncovered a web of corrupt mainland businesspeople and Ao. Beijing then ordered 
the Macao CCAC and Hong Kong ICAC to look into the Ao case. As a result of 
information-sharing between the CCAC and the ICAC, Ao’s corrupt and money- 
laundering activities were corroborated. Understanding the urgency of buttressing his 
government’s legitimacy, Chief Executive Edmund Ho reported Ao’s corrupt activities 
to Beijing, which stripped Ao of his position on December 6, 2006. 

Mainland companies attempted to bribe Ao by exploiting the government’s closed 
process of granting land to the private sector. Only one of the 300 land construction 
projects granted by the Macao government from December 1999 to December 2006 
went through the bidding process.”* Traditionally, the Macao government has given 
excessive deference to the top officials responsible for land and construction projects. 
Such deference has to be curbed. Any approval given by the secretary for transport and 
public works to grant land projects would have to receive higher-level endorsements 
from, other officials, such as the financial secretary and the chief executive. A decision 
by the Legislative Assembly in early January 2007 to set up a committee that would 
scrutinize the government’s land projects was an anticorruption breakthrough. Because 
a rigorous system of checks and balances would curb indiscretions by the secretary 
for transport and public works, and of other principal officials, Macao would be less 
vulnerable to cross-border bribery and corruption. In late January 2008, the Court of 
Final Appeal in Macao sentenced Ao to 27 years in jail after having found him guilty 
of 57 charges, including corruption, money laundering, and abuse of power. Although 
human rights lawyers contend that the sentence was too harsh, it appears to constitute 
a psychological deterrent to any principal official who attempts to repeat Ao’s experi- 
ence in taking bribes and laundering dirty money outside Macao. 


Casinos, Organized Crime, and Beijing’s United Front 


From the market perspective, the proliferation of casinos in the MSAR raises a ques- 
tion of whether all the operating parties will benefit from the gambling business. If 
the supply of casinos exceeds the demand for them, the revenue of casinos would fall, 
thus affecting the business interests of all casino operators. However, some Macao 
people advocate attracting more mainland tourists, arguing that as more mainlanders 
visit Macao from such provinces as Jiangsu, Zhejiang, and Fujian, there will be greater 
room for casino expansion.” Another argument articulated by some Macao observers 
is that casino expansion must be gradual so that the existing casinos can absorb as 
many tourists as possible. The two arguments seemingly projected an overoptimistic 
picture of Macao’s casino industry. As the mainland Chinese economy continues to 
prosper, Macao’s casinos will surely benefit from the steady inflow of visitors. How- 
ever, any economic fluctuations in the PRC have ripple effects on Macao’s casino 
industry. In June 2007, when the central government applied macro measures to the 
overheated mainland economy, the number of mainland gamblers slightly declined 
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in the MSAR. From a political economic perspective, Macao’s casinos are highly 
dependent on the mainland tourists. In April 2008, Macao Chief Executive Edmund 
Ho announced that new casinos would not be developed because of Beijing’s concerns 
and that new land would not be used for the expansion of existing casinos. Clearly, 
Beijing was concerned about the detrimental impact of an overgrown casino industry 
on Macao’s economy. 

The interdependence between Macao’s casinos and mainland visitors has been 
accompanied by a visible influx of mainland prostitutes. Jose Proenca Branco, the 
Commandant General of Macao’s Unitary Police Service, suggested that the imple- 
mentation of the 2003 policy for mainland freelance visits, might mean that Macao 
would become a haven for more prostitutes than the HKSAR.* Nonetheless, prostitu- 
tion tends to be semilegal in Macao, unlike in Hong Kong. According to Branco, the 
MSAR government gives each mainland visitor a code number so that it can trace his 
or her background. From the perspective of maintaining Macao’s security, the police 
are under tremendous pressure to adapt to the changing circumstances. 

After the liberalization of the gaming industry, the growth of casinos has necessi- 
tated the maintenance of the balance of power in Macao’s underworld. In June 2004, 
a new sports club was established and its board of directors involved two members 
of the famous Ma family. Ma Yau Shun, the eighth son of Ma Man Kei, Macao’s 
pro-Beijing community leader and legislator, became one of the officers of the Heng 
Son Sports Club chaired by Chau Chi Man, the brother-in-law of Broken Tooth (Wan 
Kuok-koi).*! Another officer is legislator Fong Chi-keong. Most prominently, Ma Man 
Kei and Edmund Ho’s brother are listed as the honorary chairpersons of the sports 
club. Another honorary chair is a former leader of Taiwan’s Bamboo Gang. In reality, 
Ma Yau Shun plays a crucial role in conducting Beijing’s united front work on the 
Macao underworld; he is acquainted with many triad bosses and served as a referee, 
arbitrating their disputes. The sports club’s formation was an attempt by the Macao 
authorities to realign, co-opt, and balance the underworld forces, for they were wor- 
ried that triads outside Macao might infiltrate the new casinos. In the wake of Broken 
Tooth’s imprisonment, Macao 14K encountered a power vacuum. Chau was described 
as Broken Tooth’s successor, controlling the 3,000-odd members of Macao 14K.” 
When asked about the use of the Heng Son Sports Club as a means of “policing” 
the underground world, an experienced journalist in Macao found this strategy “not 
surprising” and “‘understandable.’’*? If the Macao security apparatus remains relatively 
weak in terms of its manpower, Beijing’s strategy of using united front tactics to retain 
a precarious balance of power is a viable alternative for controlling organized crime. 
However, the PRC united front has the intended consequence of forging friendships 
with some triad bosses, whose major sports association in Macao regularly pays vis- 
its to China.** Like the HKSAR government’s strategy of co-opting elites with triad 
background into political institutions, Beijing’s policy has blurred the line between 
triad leaders and good citizens in Macao. 

Due to the intense competition among the new casinos and VIP rooms, Stanley Ho 
warned in August 2006 that the Macao casino industry was by no means as peaceful as 
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conventional wisdom assumed.* His prediction became accurate when an owner of a 
VIP room and her husband in Hotel Lisboa were mysteriously assassinated in Zhuhai on 
August 18, 2006. The victim, Chow Yuk-hung, was a Hong Kong citizen who worked 
in the STDM as a supervisor dealing with the operation and order of a casino.** After 
Macao’s return to China, she was hired by a VIP room as a public relations manager. 
Chow, nicknamed the “Cat Sister,” was promoted to be an administrative supervisor. 
Her husband also worked in the VIP room of which they were shareholders. The ways 
in which the Cat Sister dealt with gamblers illustrated the problems of credit and chips 
provision in Macao’s VIP rooms. She used her guanxi extensively to invite high-rollers 
from the mainland to gamble in her VIP room. Some of the mainland high-rollers were 
movie stars while others were connected with triads or government officials. In order 
to compete with other VIP rooms, the Cat Sister agreed to provide MOP 1-2 million 
to mainland gamblers as chips and credit in advance to facilitate their gambling activi- 
ties in Macao.*’ This advance provision of credit and chips made it easier for some 
VIP operators and promoters to lure mainland gamblers and officials evading the an- 
tigambling campaign in the PRC. The Cat Sister received phone calls from mainland 
gamblers to place their bets in her VIP rooms, thus permitting clients to avoid carrying 
a large amount of cash across the border. The Cat Sister’s brother also participated in 
the lucrative business of providing credit and chips to mainland high-rollers. 

The ways in which the Cat Sister and her husband facilitated the bets from mainland 
gamblers meant that she had to collect debts in the PRC. On the night that she and her 
husband had their throats cut by mainland gangsters in Zhuhai, they had gone to collect 
a debt totaling tens of millions of patacas. In early September 2006, one of the assassins 
was arrested in Guizhou province.** Surprisingly, the Zhuhai police claimed that the 
Cat Sister had run a huge debt and asked her brother to hire four assassins to end her 
life. The findings of the Zhuhai police contradicted all the news reports in Hong Kong 
and appeared to be illogical. A report in Macao said that the Cat Sister and her husband 
had borrowed heavily from a Macao VIP room owner in order to offer mainland high- 
rollers loans to gamble in Macao.*” The mystery surrounding the assassinations cast a 
shadow on the credibility of the Zhuhai police investigation, which according to the 
Macao media was by no means transparent.*? Many VIP operators were under intense 
competition to offer loans to mainland gamblers, who could gamble in Macao without 
bringing a large amount of cash but simply with signed loan receipts. The Cat Sister 
episode demonstrated the complexities of VIP operations in Macao. 

The interactions between mainland triads and Macao’s debt collectors are related 
to the operations of chip-rollers (intermediaries who maintain good relations between 
casinos and the gamblers and who provide services for the gamblers) in Macao. In 
the 1950s and 1960s, chip-rollers were recruited by the STDM casinos to serve the 
gamblers and play the role of marketing managers, whose task was to maintain good 
guanxi with clients, especially the high-rollers from Hong Kong. Many chip-rollers 
had triad background, particularly as triads penetrated various VIP rooms. With the 
liberalization of Macao’s gaming industry, chip-rollers have shifted their client base 
to the mainland high-rollers. In 2006, there were 20,000 chip-rollers in Macao, but 
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their background, income, and quality varied greatly.*' Some of them engage in loan 
sharking and focus on clients who lose their bets in casinos. Some are highly con- 
nected with mainland gamblers and have to run the risk of collecting debts in the 
PRC. The Sands Casino provides a commission of MOP$1,200 to a chip-roller for 
every MOP$100,000 bet made by a gambler.** However, the SJM casinos merely paid 
a chip-roller MOP$800 to MOP$900 for the same bet. As the number of VIP rooms 
increased from 50 to 150, the recruitment of chip-rollers expanded to mainlanders 
from Fujian and Sichuan provinces. Mainland chip-rollers who work for Macao’s 
VIP rooms frequently utilize their guanxi and provide full services to gamblers, in- 
cluding transportation, accommodations, and credits and chips. The outcome is that 
mainland chip-rollers have succeeded in securing more lucrative business than their 
Macao counterparts. Under these circumstances, the Macao-based chip-rollers had 
to compete fiercely with the mainland intermediaries for high-rollers. While some of 
the Macao chip-rollers have traditionally developed an intimate relationship with the 
underworld, their mainland counterparts have also forged a guanxi network with PRC 
triads in order to tap into Macao’s lucrative business. 

Cross-border debt collection is hazardous, considering the possibility that Macao’s 
debt collectors will encounter a violent reaction from mainland gangsters. Even though 
many Macao chip-rollers have triad backgrounds, they find it difficult to collect debts 
from mainland gamblers, who can mobilize triad forces to resist cross-border debt 
collection. Some Macao debt collectors complained that they had been beaten up by 
mainland gangsters.*? Hence, the liberalization of Macao’s casino industry cannot bring 
about the cessation of cross-border triad activities, including debt collection, secretive 
provision of credits and chips for mainlanders to gamble in Macao’s old-style VIP 
rooms, and triad strife between mainland forces and Macao’s underworld. 


Casino Competition, the Balance of Power, and Cross-Border Crime 


The triangular competition between Stanley Ho, Sheldon Adelson, and Steve Wynn 
reached its culmination in September 2006, when the Wynn Casino Macao opened. 
The Wynn Casino attracted many employees who had formerly worked in Ho’s ca- 
sinos because the Wynn management offered better salaries and even pensions for 
its workers. The monthly salary of a dealer in the Wynn Casino was MOP$14,000 to 
MOP$19,000. The fierce competition between the three casino tycoons prompted 
the Stanley Ho group to consider improving the welfare and benefits of its employees; 
nevertheless, an uncertain factor shaping the future of the SJM is whether the balance 
of power among the various forces operating VIP rooms can be maintained. As long 
as Stanley Ho remains the most authoritative leader of the SJM, he can maintain the 
balance of power among his subordinates and VIP operators with competing interests. 
While the balance of power in VIP rooms during the STDM era was upset by the ag- 
gressiveness of Broken Tooth, who formerly possessed a VIP room in Hotel Lisboa, it 
remains to be seen whether Pansy Ho—Stanley Ho’s anointed successor—will be able 
to maintain the SJM’s external competitiveness and internal power configurations. 
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Stanley Ho’s strategic decentralization of his casino business to Pansy Ho and his 
son, Lawrence Ho, signals more an adjustment to the competition from Steven Wynn, 
Galaxy chief Lui Chi-woo and Sheldon Adelson than a substantial move in tackling 
the complex operations of VIP rooms, credit provision and chip-rollers. Lawrence Ho 
possessed 40 percent of the shares in his cooperation with the PBL, whereas Pansy Ho 
forged an alliance with the MGM Mirage, a Las Vegas and Nevada-based company 
participating in hotel and casino development. The competition between Ho’s empire 
and Wynn, Lui, and Adelson has created a concern that some casinos and VIP rooms 
get a smaller share of gamblers. If this scenario unfolds, the competition among the 
VIP rooms, operators, and chip-rollers would heat up. The fact that the Cat Sister’s 
assassination took place amid the flourishing casino industry in Macao points to the 
two levels of competition: a macro level involving the companies of Stanley, Pansy, 
and Lawrence and that of the new operators, and a micro level encompassing VIP 
operators, chip-rollers, and debt collectors. The strife at the micro level, as discussed 
earlier, is riddled with cross-border crime that is actually often outside the scope of 
control by the casino operators at the macro level. Yet the balance of power at both the 
macro and micro levels is critical to the maintenance of law and order in Macao. 

The proliferation of casinos and VIP rooms is resulting in a scenario in which their 
income encounters cut-throat competition. In response to Wynn’s entry to the casino 
industry, the Sands Casino planned to double the number of its gaming tables to 740. 
Sands Casino’s chief executive officer Mark Brown denied that there would be any 
“vicious competition.” However, the degree of competition is particularly high in VIP 
rooms, where high-rollers from the mainland are enjoying a wide range of choices in 
Macao. Market competition means that Sands Casino and the Wynn Casino, which 
are characterized by modern management and a spacious environment, are attractive 
to gamblers from the PRC and Hong Kong. The Grand Lisboa, opened in early 2007, 
is endowed with a spacious design competing for the same pool of gamblers. 

To compete with their rivals, some Macao casinos provide free transportation for 
mainlanders to gamble and stay in Macao.’ If the mainland authorities imposed restric- 
tions on mainlanders wishing to gamble in the MSAR, the financial impact on Macao 
casinos would be devastating. The PRC government officially forbids mainland cadres 
and officials to gamble in the MSAR, but it is difficult to enforce this rule. Mainland 
officials can gamble in Macao’s VIP rooms through their guanxi with chip-rollers and 
room managers. Other mainlanders working in private enterprises remain the major 
customers of Macao’s casinos. In order to allow Macao’s casinos to thrive and prosper, 
any attempt by the PRC government to control mainlanders gambling in the MSAR is 
bound to be in name only and piecemeal. As the Ministry of Public Security discovered, 
3,000 mainland cadres arrived in Macao for gambling every day under the guise of 
visiting the MSAR on businesses.“ The dilemma of preventing mainland cadres from 
gambling in Macao and maintaining the survival of Macao’s casino industry results 
in a relatively lax policy toward mainland Chinese officials who place their bets in 
the capitalist enclave. Paradoxically, tolerating PRC officials’ gambling in Macao is 
counterproductive in the combat against cross-border money laundering. 
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Amid the cut-throat competition in Macao’s booming casino industry at the macro 
level, there are signs of a deeper penetration of Macao triads in the Pearl River Delta. 
In August 2006, the Guangdong court sentenced five Macao Chinese to prison, includ- 
ing a triad boss of the Wo group who was jailed for five years.” The Wo group set up 
its branches in Jiangmen and Zhuhai because two Macao Chinese, who had invested 
in a VIP room in Macao in 2002, required the triad’s support to provide loans, credit, 
and chips for mainland gamblers. Moreover, the Macao triad played a crucial role in 
collecting debts from the mainlanders. Clearly, the competition among the operators 
of Macao’s VIP rooms facilitated the development of Macao triads in the Pearl River 
Delta. Although the Guangdong court imposed penalties on the triad members, the 
sentences—ranging from two months to five years—were light and failed to deter 
Macao Chinese triads from marketing their casino-related business in South China. 
Any inroads made by the Macao triads in South China could give rise to another po- 
tential problem, namely, upsetting the balance of power in the mainland underworld 
in Zhuhai. In early March 2007, triad wars broke out in Zhuhai that were related to 
the competition for casino interests in Macao.°° 

In May 2008, the Macao government and the representatives of six casino 
franchises—SJM (Stanley Ho), Galaxy (Lui Chi-woo), Wynn Resorts (Steve Wynn), 
Venetian Macao (Sheldon Adelson), MGM’s partnership with Pansy Ho, and Melco’s 
partnership with Australia’s Publishing and Broadcasting Limited (PBL)—agreed to 
restrict the commission paid by casinos to junket companies to 1.25 percent of chip 
sales. Junket companies are granted with licenses from the government since 2002, 
work as the marketing representatives of casinos, receive commissions from casino 
operators, and collaborate with the chip rollers. The junket agencies target the VIP 
rooms in casinos and pay commission to the chip rollers, such as 1 percent of the total 
volume of rolling chips. As long as some chip rollers have hidden triad background, 
they can secretly infiltrate junket companies. Yet some junket operators are so profit- 
able in their businesses that they float their shares in the Hong Kong stock market 
and accumulate further capital. 


Money Laundering Involving North Korea 


While Macao’s casinos raise the problem of cross-border crime, the territory has been 
engulfed in charges of tolerating the money-laundering activities of North Korea. In 
2005, Macao’s Banco Delta Asia was blacklisted by the U.S. government for launder- 
ing money for North Korea. Although the American charge was denied by the bank, 
the U.S. government insisted that “Banco Delta Asia provided a tolerant environment 
for illicit North Korean activities.”*'! According to the U.S. Federal Bureau of Inves- 
tigation (FBI) and the Secret Service, the fake US$100 bills were of high quality and 
were distributed from sources outside North Korea, implying that Macao was one of 
the key sources. It has been an open secret that the Zokwang trading company, set up 
in 1990 and staffed by North Koreans with diplomatic passports, operated in Macao 
freely during the colonial era, when the Portuguese government had diplomatic rela- 
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tions with North Korea.” In 1994, five Zokwang officials were arrested by Macao 
police on suspicion of using fake U.S. currency totaling US$250,000, some of which 
was traced to Banco Delta Asia. The officials returned to North Korea because they 
had diplomatic immunity. 

Stanley Au, Banco Delta Asia’s chairman, was also a candidate in the first election 
for Macao chief executive, in 1999. Au’s father set up Banco Delta Asia in 1953. The 
bank earned its reputation among taxi owners in Macao by offering loans with a simpler 
application process than other local banks.°? Au is neither a charismatic politician nor 
an articulate speaker, but his bank’s suspected link with North Korea had long been 
an investigative target of the U.S. Secret Service. Shortly after the U.S. criticism of 
the North Korean link with the business of Banco Delta Asia in 2005, there was a run 
on the bank. The bank run forced the Macao government to step in and take control 
of Banco Delta Asia, which reportedly terminated transactions of North Korean ac- 
counts. Rumors were rife that most of the Zokwang personnel were quickly relocated 
to operate in Zhuhai, to which North Korean leader Kim Jong-II made a brief visit in 
early 2006. The North Korean “illicit” activities mainly involved money laundering, 
but they also embraced the production of counterfeit U.S. dollars and fake Viagra. 

U.S. concerns about Banco Delta Asia were related to its anxiety about the invest- 
ment activities of Stanley Ho and Albert Yeung.** Ho was the chairman of the Board 
of Directors of Seng Heng Bank in Macao after his defunct STDM acquired it from 
a Macao triad boss. The Seng Heng Bank was also the target of U.S. investigation 
into links with North Korea. Moreover, Ho’s business partner of ten years, Yeung, 
in 2000 opened a five-star hotel and casino in North Korea. As early as 1996, Yeung 
had invested HK$14 billion in building its Empress Entertainment City in North Ko- 
rea.’ The Empress Casino, completed in 2000, had 16 gambling tables and 52 slot 
machines, attracting Chinese and Russian gamblers. After the casino was opened, a 
large number of Chinese officials in Yanbian crossed the Chinese border to gamble in 
North Korea. Their gambling activities aroused Beijing’s concern. In 2005, when the 
PRC government launched a massive antigambling campaign, the casino’s operating 
office in Yanbian was closed by the Public Security Bureau. Still, the North Korean 
government viewed Ho and Yeung as friendly Chinese businessmen, inviting them 
to the celebration of Kim Jong II’s birthday in early 2002. The friendly relationship 
between Ho and Yeung, on the one hand, and North Korea, on the other, aroused im- 
mense suspicion by the U.S. government.” 

The allegations involving Pyongyang’s money laundering through Banco Delta Asia 
plunged the bank into temporary chaos in September 2005. Because many customers 
had emptied their accounts, Banco Delta Asia did not have sufficient funds to deal with 
the demands and resorted to the use of checks—a move that generated more rumors 
about the bank’s financial circumstances.*’ On September 15 alone, the bank returned 
MOP$40 million to its customers. The Macao Monetary Authority had to appeal to the 
bank customers to maintain calm and emphasized the financially healthy condition of 
Banco Delta Asia. Some customers publicly questioned whether the U.S. government 
had deliberately conspired to create turbulence in the MSAR economy. Due to the 
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crisis, armor vehicles had to be deployed to transport hundreds of thousands of bags 
of cash, escorted by the police. Banco Delta Asia held an emergency meeting to ad- 
dress the bank run and a press conference to stress the availability of its cash supply. 
Bank officials emphasized that all its branches in Hong Kong and Macao had been 
mobilized to cope with the crisis. Stanley Au immediately returned to Macao after his 
trip to Dubai, reiterated that the bank had a 30-year history of trade and interactions 
with North Korea, denied that money laundering existed, and revealed that the busi- 
ness with Pyongyang made up only 2 to 3 percent of its total business transactions. 
Au underscored that two members of his bank’s board of directors were Americans 
who were aware of the business interactions with North Korea. However, he said that 
the bank would terminate its business dealings with North Korea until further notice 
from both the central government in Beijing and the Macao administration. The U.S. 
allegations and the resultant bank run in Macao led to an unprecedented incident in 
which both Beijing and the MSAR government were forced to intervene in the bank’s 
policy toward North Korea. After the Banco Delta Asia incident, the North Koreans 
relocated their headquarters from Macao to Zhuhai.** 

In early March 2007, a month after six-party talks aimed in part at improving rela- 
tions between the United States and North Korea had concluded, the U.S. government 
considered lifting its economic sanctions against Banco Delta Asia, and unfreezing 
part of the US$24 million in deposits that did not involve “money laundering.’”*? In 
June, the North Korean assets were unfrozen and transferred back to its Foreign Trade 
Bank through the Dalkombank of Russia. The saga involving Banco Delta Asia was 
shaped not only by a legacy of Macao’s relations with North Korea but by the conten- 
tious relationship between Washington and Pyongyang. 


The Macao Government’s Response to North Korean 
“Money Laundering” 


The allegations of North Korean “money laundering” in the MSAR prompted the 
PRC government’s investigation. The Bank of China in Macao froze the North 
Korean accounts in response to the American crackdown on Kim Jong II’s alleged 
illegal financial activities.°' The Chinese action followed revelations that the North 
Koreans not only utilized fake U.S. banknotes in Macao but also manufactured some 
fake renminbi.” The fake supernotes produced by a Swiss-made printing machine, 
which was allegedly bought by the North Korean government, were of such high 
quality that they resembled genuine U.S. banknotes. The fake hundred-dollar bills 
displayed similarities with counterfeit banknotes found in Bulgaria, Greece, and 
Britain. Kim Jong II’s Bureau 39 was responsible for drug trafficking, the exportation 
of missile technology, and the production of counterfeit banknotes; Bureau 38 dealt 
with the profits accumulated from the activities of Bureau 39; and Bureau 35 was in 
charge of the plans on kidnapping and assassinations.“ While Banco Delta Asia was 
utilized as a channel through which Pyongyang could move its revenue in and out of 
North Korea, the allegedly fake Chinese renminbi were perhaps a sore point affecting 
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relations between the two socialist states. The PRC move to terminate North Korean 
accounts in the Bank of China was seen by Kim Jong II as an economic sanction, 
which Pyongyang used as a pretext for testing seven missiles in a demonstration of 
missile diplomacy in early July 2006. 

Due to the tarnished image of Macao as a base for money laundering, the Macao 
government made strenuous efforts at tackling suspected organized crime activities. 
First, in February 2006, the Macao financial authorities froze 50 accounts belonging 
to North Korean banks, trading companies, and individuals.® Second, the Macao gov- 
ernment proposed anti-money laundering legislation, which was eventually approved 
by the Legislative Assembly in April 2006. During the drafting of the anti-money 
laundering legislation, which was approved by the top policy-making Executive Coun- 
cil in October 2005, legislators reached a consensus that Macao would require such 
legal instruments to deal with the globalization of money laundering.® One legislator 
said that Macao’s economy was increasingly international after the proliferation of 
casinos, the concomitant injection of foreign capital, and the establishment of many 
offshore companies in the MSAR. 

The common modes of money laundering in the MSAR include the use of shell 
companies, the continuous inflows of a small amount of money carried by couriers, 
the utilization of multiple bank accounts, the extensive involvement of underground 
banks, and payments for retail purchases such as those of automobiles. Automotive 
companies are now required to record the personal information of their customers, 
including their identity cards and contact addresses. Retailers complained that the 
registration procedures were cumbersome, affected the privacy of individual clients, 
and dampened consumer spending. Some jewelry shopkeepers expressed their concern 
that a detailed registration system would deter their customers from buying jewelry, 
whereas the Macao Real Estate Association articulated its view that home buyers who 
spend less than MOP$1 million should be exempt from the registration requirement. 
While casinos in Las Vegas, Nevada, are required to register the personal data of clients 
who spend US$10,000 or more to gamble, this stipulation, if applied to the VIP rooms 
in Macao, would create an earthquake in the casino industry. Many occupational sec- 
tors have reservations about the tightened registration of their clients. 

According to Decree Law No. 2/2006, money laundering refers to the activities 
of conducting and hiding the trade of illicit proceeds so as to make the money look 
“clean.”’®’ Money laundering is of transnational nature, including drug trade, weapons 
smuggling, bribery, human smuggling, and terrorism. Criminal offenders who par- 
ticipate in money laundering activities are subject to a penalty of two to eight years’ 
imprisonment. Furthermore, criminal offenders who engage in terrorist activities, drug 
trafficking, and human smuggling can be sentenced to three to twelve years. The enti- 
ties responsible for reporting suspicious transactions to the Macao government include 
monetary institutions, insurance agencies, money exchangers, courier companies, 
gaming centers and their intermediaries, jewelers, pawnshops, entities involved in 
luxury transport, tax advisers, accountants, lawyers, and registration officials. 

In spite of Macao’s efforts at curbing money laundering, the U.S. State Department 
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found fault with its anti-money laundering bill, as it lacked a provision for criminalizing 
the business staff for tipping off customers whose suspicious cash transactions would 
be under government investigation.®’ Decree Law No. 2/2006 has no specific provision 
criminalizing the staff for leaking investigative details to the customer. Article 7(4) disal- 
lows those who handle such investigations to breach confidentiality requirements. When 
the bill was tabled in the Legislative Assembly in 2005, the U.S. government expressed 
its concern that it did not elaborate on the details of establishing a financial intelligence 
unit and that it said little about international cooperation against terrorist financing. 

In the first nine months of 2006, the Judicial Police received 386 reports of sus- 
pected money-laundering, but only 17 were substantiated and investigated further.” 
The Judicial Police admitted that the anti-money laundering law would “certainly 
create troubles to residents” and that the government would first inspect the assets 
of suspected individuals and then investigate the cases formally.”” Legislator Angela 
Leong On Kei contended that the anti-money laundering law would bring about “‘im- 
mense inconvenience” for bank customers and to “properly behaved small business 
people” whose business would be affected.’! She pointed to the incompatibility of the 
anti-money laundering measures with “free economic behavior.” Despite the reserva- 
tions of some Macao people, the insurance, auditing, accounting, and legal professions 
formulated guidelines in conformity with the anti-money laundering law. Lawyers 
who handle the buying, selling, and management of assets above MOP$1 million are 
obliged to record all the details of the transactions within 30 days.” 


Tackling Cross-Border Crime and Local Crime 


Local crime in Macao has been mingled with cross-border crime since the implemen- 
tation of the policy of allowing more mainland Chinese tourists to visit the enclave in 
July 2003. The postcolonial capitalist enclave has been plagued by other dimensions 
of cross-border crime, such as prostitution, theft, robbery, triads, loan sharking, and 
illegal workers. Some mainland women who visited Macao by using business visas 
actually worked in nightclubs.”* Due in part to the fact that many mainland women 
seeking material gain do not see prostitution as unrespectable, their supply remains 
infinite in the MSAR. Their customers are from mainland China as well as from Ma- 
cao and Hong Kong. Under these circumstances, the MSAR government can curb 
prostitution by launching regular anticrime campaigns, but these campaigns have little 
hope of stemming the flow of activities. 

Usually, anticrime sweeps are implemented just before major events, such as the 
anniversaries of Macao’s and Hong Kong’s retrocession and National Day in the 
PRC. On June 1, 2004, a day before the Pan-Pearl River Delta regional cooperation 
meeting, including representatives from the HKSAR, the MSAR, and nine mainland 
cities as well as provinces, the Macao police launched an antiprostitution campaign 
in which 60 people were arrested, including Russian prostitutes.“ The day before 
Golden Week began in early May 2006, when many mainland Chinese visit Macao, 
the police raided karaoke bars, detaining young people and mainlanders who did not 
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have identity documents. From June 9 to July 9, 2006, the Macao police initiated 
another campaign to inspect the identity documents of 4,895 people, including 2,040 
women, some of whom were involved in prostitution.” 

The policy of deporting mainland prostitutes to the PRC has not deterred mainland 
women from participation in the lucrative business in Macao. Mainland women who 
prostitute themselves in Macao are fined at most MOP$5,000 and forbidden to enter 
the enclave for two years. The crux of the problem is that many of them return to 
Macao later, as the relatively light penalty lacks any deterrent impact. 

In April 2006, when Macao experienced more cases of robbery and theft, legislator 
Leong Heng Teng demanded that the government install surveillance cameras on the 
streets, establish an anti-larceny squad, and set up police stations in tourist districts.” 
The number of “assaults on individuals and properties” increased by 14.6 percent from 
2004 to 2005. During Golden Week in 2006, the Macao police authorities revoked 
vacation for all officers, who had to stay on high alert. Plainclothes police were sent 
to shopping malls to prevent any mainlanders from conducting criminal activities. 
In February 2007, Cheong Kuoc Va confirmed that surveillance cameras would be 
installed in congested tourist districts in order to deter criminal activities. 

Unlike in Hong Kong, where most legislators did not really perceive cross-border 
crime as a problem, the Macao legislators demanded that the police take stringent 
measures. Angela Leong argued that as more mainland visitors committed cross-border 
crime, the local police had to cooperate with neighborhood associations to publicize 
a stronger sense of community, encourage crime victims to report crime promptly, 
improve liaison work with private security companies guarding all buildings, strengthen 
intelligence sharing with mainland police, and accelerate the reporting of cross-border 
criminal suspects through the Internet.” She stressed that the Macao government had 
to strike a balance between the need to maintain the territory’s economic prosperity 
and the elimination of social disharmony. 

In an attempt to deter cross-border crime, the Macao administration has been 
swiftly prosecuting criminal suspects and allowing the judiciary to act as the arbitra- 
tor. In May 2006, the Department of Public Prosecution completed an investigation 
of a loan-sharking syndicate composed of five mainland Chinese that had kidnapped 
a gambler from Zhejiang province.”* The Zhejiang businessman had accumulated 
a huge debt due to his gambling addiction and heavy borrowing from loan sharks. 
The prosecution department barred the five members of the syndicate from entering 
Macao’s casinos. The Macao court has also taken stronger action on triad members 
since the imprisonment of Broken Tooth. In July 2006, two leaders of the Shing Yee 
triad were sentenced to 15 and 14 years’ imprisonment.” The triad originated in 
Hong Kong and penetrated a sports association in Macao, where it recruited young 
members from secondary schools. Eighteen youngsters were drafted into the triad, 
and a police officer was involved. The corrupt officer, who received a monthly bribe 
of MOP$5,000 in exchange for his provision of police intelligence, was jailed for 
10 years. The dismantling of Shing Yee in the MSAR demonstrates that the Macao 
authorities do not tolerate cross-border triad recruitment. 
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In another case involving 13 mainland Chinese and Macao suspects, the court 
convicted eight of them of loan sharking and sentenced them to five years. The syn- 
dicate first arranged some Shanghai people to travel to Macao through Zhuhai and to 
gamble in Hotel Lisboa’s VIP room. The syndicate offered a loan of MOP$300,000 
to a Shanghai high-roller, at an interest rate of 5 percent for each of his winning bets. 
One of the Shanghai victims was drugged, coerced to accept a debt of MOP$1 million, 
and forced to sign a loan receipt. The triad-controlled syndicate sent the victim back 
to Shanghai, but then kidnapped him to gamble in Macao again so that he could pay 
his debt. After arriving in Macao, the victim was locked up for 24 days and beaten, 
but he eventually managed to report the incident to the police. 

In 2005, the Macao Department of Public Prosecution dealt with 11,208 criminal 
cases, an increase of 10 percent over 2004.*° Robberies, theft, vandalism, and fraud 
were among the most common offenses. Although organized crime did not show 
any increase, the cases of human smuggling jumped by 80 percent. Moreover, 1,163 
criminal cases that required prosecution involved mainland Chinese. This figure rep- 
resented an increase of 82 percent from 2004 to 2005. Table 4.2 shows that there was 
a 25 percent increase in the number of mainland Chinese inmates in Macao’s prisons 
from 200 in 2003 to 252 in 2006. The number of Macao inmates declined from 2003 
to 2006, whereas that of Hong Kong inmates was more or less the same. The number 
of inmates from foreign states increased significantly, illustrating that some foreigners 
took advantage of Macao’s relative openness to international visitors. Cross-border 
crime involving mainland Chinese and foreigners has increased since 2003. 

Encountering a sustained intake of inmates from 2000 to 2006, Macao’s prison 
management has yet to be consolidated. It was anticipated that the prisons in Macao 
would have a manpower shortage of 200 to 300 officers by 2010.8! Before Macao’s 
return to the PRC, 100 Nepalese were hired as prison guards, but about 40 of them 
eventually left. In early 2007, 10 Nepalese were hired as prison guards. In addition, 
prison security had to be tightened, especially after an incident in 2003, when a con- 
victed kidnapper escaped from the Coloane prison simply by sliding down a nylon 
rope tied to a tree.*’ Although the kidnapper was arrested four months later, the incident 
exposed the negligence of prison guards in Macao. 

Like their counterparts in Hong Kong, youths in the MSAR have brought the 
problems of drug abuse and drug trafficking from the PRC back to Macao. The avail- 
ability on the mainland of various kinds of drugs at relatively cheap prices has lured 
many young people in Macao. Although the MSAR government has made tremendous 
efforts to provide free education to pupils from preschool to secondary schools, some 
youths remain vulnerable to criminal temptations. In June 2006, three students were 
arrested for stealing computers, mobile phones, and software from a school, selling 
them on the Internet, and vandalizing the school facilities.** A Macanese community 
leader expressed his concern about unemployment among Macanese—racially mixed 
people of Portuguese-Chinese or Portuguese-Malayan ancestry—in the MSAR.™ At 
the same time, more young Macao Chinese are susceptible to drug abuse. They can 
easily buy ecstasy and “ice” in Zhuhai. Sixty percent of the drug addicts in the MSAR 
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Table 4.2 


Macao Prison Inmates, 2000—2006 


Place of Issue of Identification 


Hong Foreign 


Male Female _ Total Macao China Kong States 
2000 776 71 847 Data not available 
2001 784 102 886 Data not available 
2002 813 115 928 Data not available 
2003 813 100 913 560 200 104 49 
2004 788 79 867 534 199 93 4 
2005 811 86 897 496 234 102 65 
2006 773 86 859 426 252 98 83 


Source: Data provided by the Public Relations Team of the Macao Prison, March 2007. 
Note: Detailed breakdown of prison inmates from 2000 to 2002 was not available because 
the prison management did not compile such detailed data at that time. 


in 2003 were involved with heroin.® The MSAR government has to spend MOP$1.2 
million annually to fight narcotics. Despite the fact that the Drug Dependency Preven- 
tion Department organized various programs for schoolchildren, the effectiveness of 
its antidrug publicity campaign appeared to be limited.*° In 2002, the Social Welfare 
Department provided outpatient drug treatment services to 295 drug addicts, of whom 
99 sought government assistance for the first time, 174 were relapsed cases, and 22 
were long-term dependency cases. From 2000 to 2005, most of the illicit drugs cap- 
tured in Macao were heroin, marijuana, ecstasy, and methamphetamine. Heroin has 
become more prominent and widely used since 2004.*’ The number of suspected drug 
addicts arrested by the Judicial Police increased from 78 in 2004 to 185 in 2005, an 
increase reflective of the ease with which Macao people have access to drugs. Some 
Macao members of the Chinese People’s Political Consultative Conference in March 
2007 appealed to the need for triangular cooperation between antidrug agencies in 
the mainland, Macao, and Hong Kong to curb drug abuse among youths. The combat 
against narcotics in Macao remains long and difficult. 


Stemming the Tide of Cross-Border Illegal Workers 


Many mainlanders have been arrested for working illegally in Macao. On May 1, 2006, 
3,000 workers protested on the streets against the government policy of importing 
laborers. They clashed with the police, and four of them were arrested. Before the 
protest, the Macao government had already taken measures to curb illegal immigra- 
tion. In April 2006, the police arrested three employers and five illegal workers at a 
construction site. Twenty other illegal workers were found; ten came from Guizhou, 
seven from Guangxi, and three from Guangdong. According to Decree Law No. 6/2004, 
employers and construction foremen who hire illegal workers are liable to a penalty of 
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two years’ imprisonment. However, some employers argued that they were not aware 
of the illegal status of their hired workers, who had presented fake identity cards. 

In the wake of the protest, the Macao government adopted stringent measures to 
tackle the problem of illegal workers hired by employers. In May 2006 alone, the police 
cooperated with the Labor Department to check 92 sites, arrested 30 illegal workers, 
and transferred 37 cases to the Office of Public Prosecution.** The government reiter- 
ated that employers who hired illegal workers would be liable to an imprisonment 
between two and eight years and a penalty of MOP$10,000 to MOP$40,000 for each 
illegal worker. The additional penalty would be a ban on the employers concerned 
on hiring any worker in Macao for two years. The non-Macao residents who work 
illegally would be subject to a fine of MOP$20,000 to MOP$50,000 and a ban on 
working in Macao for two years. The measures were designed to increase the costs 
of being caught as illegal workers and law-breaking employers. Finally, to address 
the fake identity cards used by illegal immigrants, the Macao police appealed to the 
employers of construction workers to inspect identity documents carefully. In short, the 
regulatory state of Macao was enforced in response to cross-border illegal workers. 

Demonstrating to the Macao people that the government was dealing with the issue 
of illegal workers, employers suspected of violating the law on hiring illegal laborers 
from China were transferred to the Department of Public Prosecution for swift action. 
In July 2006, eight illegal workers and four employers were arrested for violating the 
labor law. Some illegal workers visiting Macao utilized the legal permits to work in 
the territory clandestinely. Macao’s employers paid mainland women MOP$2,500 a 
month for illegal work, and a few received MOP$3,500 monthly. *° In May 2006, the 
police arrested 23 suspected illegal workers when they checked the identities of 1,300 
workers at construction sites. Two local foremen were arrested. In another raid, among 
the 1,290 workers in a new hotel construction site, there were 523 illegal mainland 
workers and 103 illegal Hong Kong laborers. However, the court sentences for offend- 
ers were light; one employer was fined for MOP$1,300 or three years’ imprisonment, 
and another received 10 months’ imprisonment. The comparatively light sentencing 
for employers and the occasional arrests of illegal workers cannot deter illegal hiring 
and working in Macao. 


Public Scrutiny 


Other cross-border crime in Macao includes fraud, fake credit cards, and counterfeit 
currency. In May 2006, a four-member “well-being gang” from Yangjiang visited 
Macao several times over two years and targeted elderly Macao women.” Two of 
them used fake Macao identity cards to enter the territory, where they deceived some 
ignorant senior citizens by saying that their group had a master who would bring the 
victims good fortune. Some Macao women, who believed in superstitious activities, 
were swindled. The gang members re-entered Macao after their successful operations, 
but were eventually arrested by the police. Two main organizers of the gang were 
sentenced by the court to four and seven years’ imprisonment. In December 2006, 
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the police smashed another 10-member ring that forged commercial contracts. It was 
led by a mainland Chinese in collaboration with foreigners, claiming that a mainland 
bank authorized its organization to invest in Macao. Two Macao businessmen were 
cheated out of MOP$8 million. 

As in the HKSAR, cross-border beggars were found in Macao.”' Moreover, credit 
card fraud has become prominent since mainland visitors have been able to use their 
credit cards. In one case, a Hong Kong man and three accomplices charged HK$3.9 
million on a fake credit card owned by one mainlander. Fake MasterCards and Visa 
cards were used by a six-member syndicate composed of overseas Chinese from the 
Philippines to exchange for chips in a casino. Counterfeit Hong Kong dollars and 
Chinese renminbi were discovered in Macao although the amount remained small. 
Finally, Macao’s casinos attracted loan-sharking activities involving two Korean gangs 
that fought among themselves and caused the death of a Korean man. 

Although it can be argued that the types of cross-border crime in Macao since its 
return to China have been relatively trivial, the secretary for security adopts multiple 
approaches to deal with the general deterioration of law and order.” First, the police 
are deployed to patrol in tourist areas in the hope that their visibility will deter cross- 
border crime. Second, plainclothes police are sent to public places where shoplifting, 
“medicine gangs,” and thefts are common. Third, the police reinforce their monitoring 
capability in casinos and entertainment venues, collecting intelligence and sharing it 
with the mainland and Hong Kong counterparts. Fourth, publicity has been launched 
to educate citizens on how to combat crime. Fifth, the police are keen on installing 
more surveillance cameras to strengthen law and order. 

Nevertheless, members of the Legislative Assembly have voiced deep concerns 
about the deterioration of law and order. Ng Kuok Cheong advocated that the Macao 
government strengthen its monitoring capacity at the border because mainland illegal 
immigrants could be smuggled into the territory through newly reclaimed land on the 
Macao Peninsula.”? He revealed that many residents had complained to him about 
mainland tourists who had lost heavily in casino gambling and then approached them 
for urgent cash assistance. Ng demanded that the personal safety of local residents be 
protected, that the government assist those debt-ridden mainland gamblers to return 
to the PRC, and that the police systematically collect intelligence from each building 
on prostitution dens where mainland women were trying to reap quick profits. 

Although the Macao mass media are relatively less assertive than their Hong 
Kong counterparts, they do have investigative reports on the ways in which the 
Macao government handles crime and corruption. Since the retrocession, the Macao 
media have been cooperating with the CCAC to highlight cases of corruption and to 
educate the public on the evils of corruption. Moreover, news reports have closely 
followed issues of cross-border crime, particularly the Macao Daily News. In 2006, 
when a police corruption scandal involving two officers and one former police in a 
loan-sharking syndicate erupted, the progovernment and pro-Beijing Macao Daily 
News carried reports on criticism from legislators. In March 2006, the mass media, 
by traditionally eavesdropping on police radio communications with special radio 
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devices, uncovered the police’s mishandling of a number of emergency calls that 
went unanswered.” The police explanation was that the emergency phone lines were 
busy. Yet the media assertively revealed that, as early as 2001, a police officer deal- 
ing with emergency calls failed to fulfill his duty and was driving his Jeep when a 
taxi driver died in a car accident. Therefore, the Macao mass media have taken on 
the responsibility of monitoring the performance, integrity, and response of the law 
enforcement agencies. 


Macao’s Postcolonial State and Organized Crime 


Cross-border crime in postcolonial Macao is directly and indirectly related to casino 
management, intracasino triad operations, and intercasino competition. After the 
liberalization of the gaming industry, improved casino management at the macro 
level rendered triad operations and activities invisible. At the micro level, triads 
and their rivalries over high-rollers persist in some VIP rooms. Triad rivalries have 
spread to Zhuhai, where mainland and Macao forces from the underworld are com- 
peting amongst themselves. Their turf and vested interests have been complicated by 
intercasino strife. As in the past, Macao’s casinos remain magnets for loan sharking, 
fraud, and secretive money-laundering activities involving mainland Chinese officials 
and individuals. The PRC government is in a dilemma. On the one hand, it vows to 
forbid corrupt mainland officials to squeeze state treasuries to gamble in Macao. On 
the other hand, it tolerates their gambling in Macao so that the territory’s flourishing 
economy will continue to be a shining example of “one country, two systems.” Beijing 
supports foreign investment in Macao’s casino industry, but it is also concerned about 
the territory’s overdependence on casino capitalism. The postcolonial state apparatus 
in Macao has strengthened its ability since December 1999. But the police remain to 
be consolidated, the CCAC remains to be empowered and its jurisdictions have to be 
significantly expanded to cover the private sector, and the effectiveness of the new 
anti-money laundering law remains to be observed. Despite the structural limitations, 
the existing law enforcement agencies in Macao can cope with the challenges of 
cross-border crime. They have been adapting swiftly to the changing circumstances, 
thus maintaining law and order. Compared to the HKSAR criminal justice system, the 
Macao system is relatively understaffed. Compared to the criminal justice systems in 
the PRC, Macao’s law enforcement agencies and judicial institutions have shown an 
impressive capability to manage cross-border crime. 


5 


Espionage and Terrorism 


Espionage refers to activities initiated by one state against another, and the target state 
views it as a “crime against the government.” Incessant espionage activities have taken 
place in Greater China, whose national security is threatened by terrorist activity. 


Taiwan and Mainland China 


Mutual espionage between Taiwan and the PRC has persisted since the struggle be- 
tween the KMT and CCP for control of the mainland in the 1930s and 1940s. Detecting 
a pattern in this espionage has remained dependent on human intelligence. In July 
1994, a Taiwan spy was arrested in Fujian province for taking pictures of mainland 
submarines. He was sentenced to twenty years’ imprisonment.' In September 2002, 
the Taiwan government filed espionage charges against a retired air force officer, his 
wife, and their son. Captain Liu Chen-kuo collected intelligence on Taiwan’s military 
for the PRC after he retired in the late 1980s. His son was a radio recorder in the navy 
who acquired digital photographs of main ports and naval vessels as well as technical 
details of the naval operation systems. The PRC arrested Liu in 1988 for smuggling 
people and antiques. Liu was released from prison in 1990 on the condition that he 
would spy for Beijing. Liu’s son sent sensitive materials to the PRC through e-mail 
as well as personally carrying intelligence information directly to the mainland. 
Mainland Chinese spies have entered Taiwan to collect military intelligence. PRC 
fishing boats are frequently used as spying tools for collecting intelligence on Taiwan. 
In November 2002, the Taiwan navy discovered that a mainland Chinese fishing boat 
possessed sophisticated spying equipment.’ According to the Taiwan navy, the boat was 
approaching a Taiwanese frigate. Although the Taiwan Straits Exchange Foundation 
sent a letter of complaint to the PRC government, it was of no avail. In September 
2003, several agents of the U.S. FBI visited Taiwan and worked with the Taiwan Bu- 
reau of Investigation (BOD) in questioning three Taiwan citizens suspected of spying 
for the PRC government.’ The FBI agents interrogated the three people, one of whom 
had worked as a engineer at the Boeing Corporation. The BOI found that one of the 
three Taiwanese had gone to mainland China on business where he was recruited by 
PRC authorities as a spy. When he returned to Taiwan, the businessman recruited the 
other two Taiwanese to collect classified information on missiles and computerized 
war systems from the Chung Shan Institute of Science and Technology. 
Occasionally, Taiwanese defect to the mainland. These incidents might be related 
to PRC espionage in Taiwan. In October 2002, a Taiwan army officer fled to mainland 
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China with his family—the first case in decades.* Wang Yi-hung, a lieutenant in the 
army’s missile command, traveled to Thailand with his wife and child without any 
official approval in September. They continued on to Beijing in October. The military 
issued an arrest warrant for Wang. Taiwan’s defense minister, Tang Yiau-ming, apolo- 
gized to the people of Taiwan for Wang’s sudden defection to the PRC. 

In May 2004, a man was arrested in Taiwan for allegedly intimidating diplomats 
and being a mainland Chinese agent.° According to Taiwan’s Criminal Investigation 
Bureau, Hsieh Hong-yi had called and warned diplomats from Nicaragua, Dominican 
Republic, Honduras, Panama, Costa Rica, and El Salvador not to attend the presiden- 
tial inauguration of Chen Shui-bian on May 20, 2004. Hsieh had visited the PRC in 
April and married a mainland Chinese woman, arousing suspicion among the Taiwan 
authorities that he was a mainland spy. The Taiwan police suspected that the calls 
were part of the mainland “conspiracy” to create public anxiety prior to President 
Chen’s inauguration. 

Taiwan agents have attempted to infiltrate the mainland. The famous Taiwan singer 
Teresa Tang, whose songs were extremely popular in Greater China and who passed 
away in Thailand in 1995, was rumored to be a “spy” for the KMT.’ In December 
2003, the PRC arrested 24 alleged Taiwanese spies for collecting military intelligence 
in Guangdong, Fujian, Anhui, and Hainan provinces; the Taiwan government accused 
Beijing of using spy charges as a pretext for arresting Taiwan citizens.* Taiwan’s lead- 
ing spy agency, the Military Intelligence Bureau, denied that any of its personnel had 
been arrested in mainland China.’ Later, the PRC caught seven Taiwanese as they col- 
lected intelligence at the Guangzhou Huangpu shipyard. After President Chen publicly 
disclosed that he was aware of the position of Chinese military bases, which had 496 
missiles aimed at the island, the intelligence network in the mainland was crushed. 
Relatives of the Taiwan agents criticized Chen for betraying the intelligence agents 
who worked diligently in the mainland. In January 2004, in unprecedented television 
interviews two Taiwanese spies publicly confessed their alleged crimes and criticized 
the Taiwan government for “ignoring” them.'° In April 2006, the PRC executed Tong 
Daning, a mainland official in the National Development and Reform Commission, 
for working as a spy for Taiwan. 

In early 2004 the Taipei-based Chinese Association for Human Rights criticized 
the PRC government for violating the human rights of Taiwan businesspeople on 
the mainland. The association’s chairman, Hsu Wen-pin, pointed to the nervousness 
of Taiwanese businesspeople while visiting the mainland, caused by unease after 
the PRC government’s action against Taiwan’s “spies.” Immediately after the arrest 
of the Taiwanese “spies,” the mainland officials met with the representatives of the 
Taiwanese business groups, trying to allay their fears. 

Yang Jianli, a scholar who had provided financial support for the 1989 Tiananmen 
protesters, was detained upon entering the PRC in 2002 with his friend’s passport. 
Reacting to the court verdict, the U.S. State Department and human rights groups called 
for Yang’s release. Yang was a permanent resident in the United States but not a U.S. 
citizen. According to the PRC New China News Agency, a Taiwanese spy organiza- 
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tion had instructed Yang to “collect confidential papers of the Chinese government” 
when he was in San Francisco in 1991." 

In May 2004, the PRC sentenced a dissident to five years’ imprisonment for spying 
for Taiwan and entering mainland China illegally.’* In June that year, the PRC Min- 
istry of National Security arrested two Taiwanese “spies” in Hefei. Li Qingsheng, a 
vice-director of the Heifei Radio, was arrested for having spied for Taiwan’s military 
intelligence agency for 10 years, clandestinely collecting the mainland’s military intel- 
ligence and photos.'? He was charged with issuing cryptic messages to communicate 
with the Taiwan side, transferring military and political intelligence to Taiwan directly 
through personal visits and indirectly through a jobless Taiwanese who had visited 
the mainland from 1999 to 2003. Li was sentenced to 11 years’ imprisonment, and 
the Taiwanese messenger was thrown into jail for 10 years. 

In July 2006, the PRC arrested two military spies from Taiwan, including a 
colonel in charge of Taiwan’s Southeast Asian intelligence network. The same 
month, two senior officers of the Military Intelligence Bureau (MIB) vanished 
on an overseas mission. They were later arrested by PRC agents along the Sino— 
Vietnamese border. The two officers had been sent to keep in touch with PLA 
informants. An official of the MIB told the media that the PRC might use a decoy 
in Vietnam to secure the trust of an arrested colonel and his colleague. This method 
had been used by PRC agents to arrest prodemocracy activist Wang Bingzhang 
in Vietnam and political dissident Peng Ming in Burma. Colonel Chu Kung-hsun, 
a departmental deputy director of the MIB, was the highest ranking of Taiwan’s 
intelligence official arrested in the PRC in a decade. His colleague Colonel Hsu 
Chang-kuo, a section chief of the bureau, was detained in Guangxi province. Their 
detention alarmed the Taiwan authorities because of their access to plans and docu- 
ments of the MIB spy work in mainland China. Prior to Hong Kong’s return to 
China, Taiwan’s intelligence networks were based in colonial Hong Kong. Since 
then, the Taiwan intelligence apparatus has shifted to Southeast Asian states, such 
as Vietnam.'* The arrest of Chu and Hsu delivered a coup de grace to the Taiwan 
intelligence operations in Southeast Asia. 

Critics of the Taiwan military intelligence point to the management problem of 
the MIB.'° Prior to the dismantling of the Taiwan agents in the mainland in 1995, 
PRC national security agencies had not known the extent of penetration of Taiwan 
spies. In 1995 Beijing realized the deep infiltration of Taiwan agents and launched 
extensive investigations and arrests until 2000. Chu’s arrest in Vietnam was due to 
the fact that the PRC national security apparatus recruited a double agent to provide 
information to Hsu, who was unaware of the trap. Critics said that after the PRC arrest 
of at least 29 Taiwan agents from 1995 to 2000, the MIB head, Ding Yu-zhou, adopted 
an overcautious policy of conducting surveillance on agents who had worked in the 
mainland for at least a year and who resided there for at least eight months annually. 
Ding, regarded by outside observers as “capable,”!® recalled all experienced agents 
to Taiwan and terminated the intelligence operations in the PRC. Another problem of 
the MIB operation was its use of the Internet to collect information from the main- 


ESPIONAGE AND TERRORISM — 157 


land, which allowed foreign hackers to gain access to its computer system in 2005.'7 
Compared to the Maoist era, when Taiwan agents easily recruited informants close 
to Mao Zedong’s secretaries, Taiwan’s current intelligence operations in the PRC are 
now facing a crisis.'® 

In August 2006, the PRC apprehended journalist Ching Cheong. Ching had left 
the pro-Beijing newspaper Wen Wei Po in Hong Kong after the Tiananmen incident in 
June 1989 to work for Singapore’s Straits Times at the time of his arrest for spying. 
According to the PRC, Ching worked for a Taiwan spy agency and obtained sensitive 
information from his network in the Chinese Academy of Social Science on President 
Hu Jintao’s position in discussions with Taiwan politicians James Soong and Lien 
Chan.'? The Taiwan National Security Bureau denied the PRC court’s assertion that 
the Taipei-based Foundation on International and Cross-Strait Studies had utilized 
Ching as spy on Beijing’s political development.*° Ching was sentenced to five 
years’ imprisonment; later he was transferred to a Guangdong prison—a gesture of 
goodwill to his Hong Kong relatives and supporters.”' In February 2008, Ching was 
released from prison and allowed to return to Hong Kong, but he still denied that he 
had spied for Taiwan. It was normal for Taiwan’s think tanks and semigovernmental 
agencies to invite some Hong Kong people, including journalists and academics, to 
contribute reports to them. Ching’s reports and commentaries in the Straits Times 
occasionally displayed inside information on China’s policy toward Hong Kong, but 
the means by which he obtained such information remains a mystery. Lu Jianhua, a 
46-year old academic at Beijing’s Chinese Academy of Social Science, was sentenced 
by the Beijing Intermediate Court in 2006 to 20 years’ imprisonment for divulging 
state secrets.** Lu had written articles for Ching, four of which included “strictly 
confidential” materials. 

In November 2006, two Taiwan businesspeople were arrested in mainland China 
for military spying in Hunan. The PRC Association for Relations Across the Taiwan 
Strait informed the relatives of the two businessmen about the arrest. The two were 
detained separately, one in Changsha and the other in Guangzhou. In April 2006, an 
official who handled social welfare protection in Beijing was executed for being an 
agent for Taiwan for 15 years in return for US$250,000.*? In fact, Taiwan spent a 
considerable amount of money in espionage activities targeted at the PRC. When a 
financial scandal involving President Chen’s wife broke out, the “confidential dip- 
lomatic” expenditure totaled NT$20 million, including spying activities and covert 
support of overseas Chinese dissidents as well as democrats.** 

Not all Taiwan spies were imprisoned in the PRC for good. In October 2006, 
an alleged Taiwan spy was arrested in Jiangxi in 1995 for disguising himself as a 
businessman to collect intelligence on PRC missile bases. He was imprisoned for 14 
years and then released and returned to Taiwan.** The Taiwan military did not allow 
the intelligence officer to resume his post in the military on the grounds that he had to 
undergo a loyalty assessment. Another Taiwan military intelligence officer, who was 
arrested twice by the PRC, in 1979 (he escaped to Myanmar) and in 1982, served in 
prison until December 2006, when he was released to return to Taiwan.”° The Taiwan 
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Defense Ministry promised to “treat him conscientiously.””” However, his wife com- 
plained that the ministry did not assist her for many years. 

According to the provisions under the Statutes Governing Relations between People 
of the Taiwan Area and People of the Mainland Area and the Measures Governing 
People in the Taiwan Area to Enter into the Mainland Area, intelligence officers in 
Taiwan are forbidden to make family visits, including in cases of illness or death of a 
family member, unless their visits are approved by the Ministry of the Interior Review 
Committee.** In April 2002, the Legislative Yuan ratified revisions to the Statutes 
Governing the Relations Between the People of the Taiwan Area and People of the 
Mainland Area, allowing mainland Chinese individuals and organizations to invest in 
Taiwan’s real estate sector after getting approval from Taipei.” Previously, mainland 
Chinese were forbidden to acquire property rights or transfer properties in Taiwan. In 
October 2006, the Taiwan government allowed its 530,000 civil servants and 67,000 
police at the local level to visit mainland China, provided that they would apply to 
the authorities seven days in advance.*° Civil servants who handle state secrets can- 
not visit the mainland, but the requirement is subject to review, especially in cases 
of illness or death of relatives in the PRC. Civil servants who visit the PRC are not 
allowed to join any party or organization on the mainland or to sign any agreement or 
political declaration with any entities, and must report to the Taiwan authorities any 
intimidation that would force them to divulge state secrets. 

The Taiwan government is increasingly apprehensive about the background of 
mainland women who marry Taiwanese, fearing that some of them may be mainland 
“spies.” It saw the 200,000 mainland spouses as a potential security threat. In 2001, the 
Taiwan security agency found that some mainland women who worked as prostitutes 
in Taiwan had joined the Communist Youth League. From late 2003 to early 2004, 
the Taiwan police visited homes of the mainland wives, asking “intrusive questions” 
about such things as birth-control methods, family violence, and marital relations.*! 
As sociologist Hsia Hsiao-chuan put it, “They suspected that mainland wives are 
spies. Taiwanese society is getting more and more hostile to foreigners, especially 
mainland Chinese. The government propaganda is making it worse.”’*? In November 
2006, the Taiwan Defense Ministry was so watchful over mainland female spies that 
it sent security agents to monitor the activities of military officers who interacted with 
the local community and who enjoyed nightlife.** A special security branch of the 
military was set up to conduct surveillance on all officers and high-ranking generals 
and to follow them with counter-eavesdropping electronic devices. 

Anumber of government agencies in Taiwan are responsible for dealing with espio- 
nage. The Ministry of Justice’s BOI has jurisdiction over ensuring Taiwan’s national 
security, including preventing the PRC from conducting united front work, infiltrating 
the island, and engaging in intelligence-gathering activities.™ It investigates terrorist 
activities and foreign attempts at “undermining the national entity” and “subverting 
government activities” in Taiwan. Another agency tackling espionage is the National 
Security Bureau, which has responsibility for managing security intelligence work 
on mainland China and Taiwan, and coordinating, leading, and assisting in military 
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intelligence.** The bureau’s work is “high-level (affecting national security), strategic 
(gathering intelligence), diversified (including overseas regions and Mainland China), 
confidential (targeting at the enemy), challenging (achieving missions), and scientific 
(using high-tech).”*° 

The Taiwan security agencies have traditionally kept an eye on any foreign spying 
activities. In 2002, a Hong Kong engineer who claimed to be a military fan repeatedly 
took pictures of Taiwan’s jet fighters. He was arrested for suspected espionage in 
Taiwan. In March 2004, Taiwan charged two men, including a military intelligence 
officer, with giving the PRC the names of spies working for Taipei. Chen Sui-chiung, 
a 54-year-old MIB officer, allegedly leaked classified information on Taiwan spies 
working in the PRC to his 57-year-old retired colleague Tseng Chao-wen.*’ Tseng 
handed over the information to the PRC. The two were arrested in November 2003. 
In November 2004, a Dutch man named Schrevrs Reint Jan was arrested for taking 
pictures of Taiwan military airplanes at various air force bases.** In June 2004, the 
Taiwan National Security Bureau revealed that “several hundred” mainland spies 
had already penetrated the island’s “cell organizations” through family visits, cross- 
border marriages, and human smuggling.*? It was reported that Taiwan’s top leaders 
of the Democratic Progressive Party (DPP) did not trust the security facilities of 
the National Security Bureau, because mainland women had repeatedly phoned 
the confidential telephone hot lines of President Chen and Vice President Annette 
Lu offering phone sex or fraudulent services.*® The security lapses led to decisions 
by top DPP leaders to install their own counter-eavesdropping devises, while the 
National Security Bureau purchased electronic wave instruments to counter any 
outside intrusion. 

The Taiwan government’s Web sites have been allegedly hacked into by mainland 
Chinese. In June 2006, the Taiwan defense authorities claimed that the American Insti- 
tute in Taiwan (AIT) and the Ministry of National Defense were targeted by computer 
hackers based in the PRC.*' The hackers did not appear to engage in espionage, but 
attempted to spread misinformation. On June 5, 2006, a mainland hacker e-mailed the 
mass media with an attachment containing a fake press release that described a meeting 
between Taiwan defense officials and the People First Party. The account number and 
password of the ministry’s Web mail system were obtained by hackers. The cyber- 
attacks against Taiwan’s government departments, including the Ministry of Defense, 
were so frequent that the Straits Exchange Foundation, which represents Taiwan in 
its discussions with the PRC, formally complained to mainland Chinese authorities in 
2003. The Taiwan defense force reported that there were 250,000 cyberattacks from 
PRC-based hackers between 1996 and 2000. The PLA is said to have a special unit 
specializing in misinformation and computer hacking. In July 2006, the Ministry of 
Justice’s Bureau of Investigation found that a PLA special unit in Fujian was using 
a Web site to install a “Trojan horse” on the office computers of some Taiwan legis- 
lators.* Member of the unit broke into the legislators’ computer system, including 
that of the assistant to the Legislative Yuan’s speaker, Wang Jin-pyng. Alarmingly, 
some legislators from the DPP and Taiwan Solidarity Union also had their computers 
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infected with the Trojan horse. In response, the Legislative Yuan’s information and 
technology department swiftly fixed the virus problem. 

As more Taiwan businesspeople have joined the PRC Chinese People’s Political 
Consultative Conference (CPPCC), the Mainland Affairs Council became concerned 
about their political loyalty and considered imposing penalties on them.* In January 
2007, three Taiwan businessmen became CPPCC members. Under Taiwan’s Statute 
Governing Relations Between the People of the Taiwan Area and the Mainland Area, 
ROC citizens are forbidden to take party, military, administrative, and political posts 
in the PRC. The three business elites appointed as CPPCC members were fined 
between NT$100,000 and NT$500,000. Moreover, the PRC appointed Sally Wu, a 
former anchorwoman of a Taiwan television station and a vice president of the Hong 
Kong-based Phoenix Satellite Television Company, as a member of the Guangdong 
CPPCC. Although Taiwan denounced the move as a political ploy by Beijing, it remains 
a mystery whether any pro-Taiwan agents might have penetrated media organizations, 
such as Phoenix, in the HKSAR.“ 


Hong Kong and the PRC 


Hong Kong has long been a hub for international spies. During the cold war, foreign 
spies penetrated Hong Kong under various guises and collected intelligence on PRC 
political, social, and economic development. At the same time, Taiwan spies were 
active in the colony, traveling to the mainland to collect intelligence, recruiting infor- 
mants and couriers to carry plastic bombs into the PRC, and mailing parcels that hid 
explosive materials to mainland officials.** Both mainland and Taiwan spies usually 
operated disguised as journalists and professionals in the tourist industry. The British 
colonial rulers allowed their entry into Hong Kong as they helped to identify support 
cells already in Hong Kong.* The British also conducted surveillance on the pro- 
Beijing Hong Kong elites, political activists, and students who opposed the govern- 
ment. The Royal Hong Kong Police’s Special Branch (whose predecessor had been 
the Anti-Communist Squad set up in 1930)*’ Section D was responsible for reporting 
on antiterrorism, counterespionage, the Soviet bloc, and local pressure groups.“* 
After the retrocession of Hong Kong to the PRC in 1997, the local democrats com- 
plained about “unlawful” surveillance.” In August 2006, the 60-member Legislative 
Council passed the Interception of Communications and Surveillance bill on a vote 
of 22 to 0 after prodemocracy legislators walked out to protest the defeat or dismissal 
of their 200 amendments.*° While Secretary for Security Ambrose Lee maintained 
that the bill was crucial for public safety, critics said that the law would empower law 
enforcement agencies to conduct extensive covert surveillance, including wiretapping 
phones, bugging homes and offices, and monitoring e-mail. Legislator Margaret Ng 
argued that secret surveillance “is a double-edged sword,” protecting society against 
crime but also becoming a tool for “white terror.”°! She said that the law puts the 
burden on a panel of four judges as gatekeepers. Moreover, the commissioner on 
interception of communications and surveillance does not have the power to overrule 
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the permission to conduct surveillance and can only advise the department heads and 
the chief executive after the event. Each of the panel judges deals with the applica- 
tion for surveillance alone, cannot hear the other judges’ views, and is not allowed to 
give reasons for granting permission, only for refusing it.° Ng appealed to the judges 
to publish the decision-making criteria applied to the applications for permission to 
conduct surveillance. 

Hong Kong as an international city is home to numerous spies. Chan Yu-lam, a 
Hong Kong and British citizen, was sentenced to life imprisonment by the Guangzhou 
Intermediate People’s Court in February 2004 for acting as a spy for the Hong Kong 
police’s Special Branch from 1988 to 1995.*4 Chan had worked for the British for 
HK$3,000 a month. He allegedly leaked various national secrets, such as the movement 
of mainland Chinese personnel abroad, the telephone numbers of Xinhua offices, the 
offices’ internal structure and division of labor, and the activities of Chinese invest- 
ment companies in Guangdong. 

The PRC is deeply concerned about the operation of foreign spies in the HKSAR. 
This led to the PRC’s 2003 support of the Hong Kong government’s enactment of 
Article 23 of the Basic Law, which outlaws subversion, sedition, treason, and seces- 
sion. Although the passage of Article 23 led to a public outcry and the postponement 
of enacting the national security law, some pro-Beijing district leaders who submitted 
their views to the Legislative Council openly expressed their concern that Hong Kong 
would degenerate into a base for foreign spies and intelligence gathering.* The United 
States maintains a CIA office and an FBI legal affairs office in Hong Kong.*° The PRC 
spokesperson in the HKSAR charged that the CIA had cooperated with the leaders of 
the Alliance in Support of the Patriotic and Democratic Movement in China, a Hong 
Kong-based organization that supported and rescued mainland democrats after the 
Tiananmen incident in June 1989.°’ Given the presence of many foreign officials, dip- 
lomats, and intelligence officers in the HKSAR, and given their frequent interactions 
with the local prodemocracy elites, it is only to be expected that Beijing’s national 
security apparatus has a surveillance presence in Hong Kong. 

Mainland agents have extensively penetrated the HKSAR since 1997. Some of 
them went to Hong Kong under the guise of being students, visitors, researchers, 
businesspeople, and academics. In 1996, the PRC planned to enhance its intelligence 
and security agents in Hong Kong by sending 900 more to the British territory.** 
After the handover, the rise in the number of mainland enterprises in Hong Kong 
meant that the number of CCP members increased considerably. During the massive 
protests against the Hong Kong government on July 1, 2003, it was rumored that the 
mainland sent 3,000 security agents to monitor the political sentiments of the Hong 
Kong people. There were only 2,000 police officers on duty during the July 1 protests 
in 2002—an indication that the HKSAR government underestimated the number of 
demonstrators.* Prior to the first anniversary of the July 2003 demonstrations, mainland 
agents and spies were sent to the HKSAR to monitor the political circumstances.” 
Due to the weakness of the Tung Chee-hwa regime, the PRC sent more agents to the 
HKSAR than ever before. 
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Since Hong Kong’s return to the PRC, there have been few reports on rivalries be- 
tween Taiwan and mainland spies. However, in February 2007, Wang Lian, an academic 
at the Macao University of Science and Technology, fled to Australia and claimed that 
PRC agents had forced him to spy on the Epoch Times in Hong Kong.°! Wang was a 
computer technician for the Times. When he visited Zhuhai in September 2006, he was 
detained by national security agents, who asked him to sabotage the computer system 
of the anti-CCP newspaper.” Afraid of being detected, Wang decided to flee Macao 
and Hong Kong. His case illustrates that Hong Kong remains an arena for ongoing 
hidden struggles between the Taiwan forces and mainland Chinese agents. 


The PRC Response to Terrorism 


Since the September 11, 2001, tragedy in New York, the PRC has tightened its secu- 
rity against terrorism. In 2002, the Shanghai-based China Eastern Airlines launched 
a recruitment campaign to add 30 security guards on its planes. In February 2002, the 
State Council approved the establishment of air marshals in order to step up efforts 
at combating terrorism. Shanghai residents below age 25 with a university education 
were encouraged to apply. Those with martial arts or military training were favored. 
The PRC government planned to recruit 2,000 security guards for its air police force, 
which is under the command of the public security bureau of the Civil Aviation Ad- 
ministration of China. All the security guards have undergone rigorous training in 
how to combat terrorism hijacking and how to dispose of bombs safely. In May 2004, 
the Shanghai shipping safety and management bureau urged all the registered 1,100 
ships that used the Yangtze River as their route to register all their data, including the 
origin and size of the ship and the number of sailors, so that the government would be 
able to trace the target ships easily.“ Automatic self-identification and route-checking 
mechanisms were installed on all ships to prevent terrorists from launching an attack. 
In 2008, the PRC aimed to set up a hundred monitoring centers to trace the routes of 
all ships in mainland waters. 

The suspected terrorists affecting the PRC are located not in South China but 
mainly in Xinjiang province. The PRC government views the separatists in Xinjiang 
as “terrorists,” although the separatists perceive themselves as “‘freedom-fighters.” 
Beijing took a number of measures to prevent terrorists from infiltrating Xinjiang. In 
June 2004, the PRC forged a security alliance with Russia, Kazakhstan, Kyrgyzstan, 
Tajikistan, and Uzbekistan at a meeting of the six-nation Shanghai Cooperation Orga- 
nization (SCO), which was established in 2001 as a response to increased American 
influence on Central Asia after the September 11 attacks. The organization, initially 
called the Shanghai Five (the PRC, Russia, Tajikistan, Kazakhstan, and Kyrgyzstan), 
was founded in 1996 to promote dialogue over cross-border issues. It evolved into 
the SCO in 2001, when Uzbekistan joined to strengthen defense against terrorism. In 
June 2004, the SCO agreed to set up the Regional Anti-Terrorist Structure, a think tank 
with aimed at sharing intelligence to curb extremism, narcotics trafficking, and the 
spread of illegal weapons. To extend its influence, the SCO allowed nonmembers to 
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participate as observers or guests. In 2004, Mongolia was an observer and Afghanistan 
a guest. Critics of the SCO said that it would have to deal with broader issues such 
as economic development and trade rather than focusing only on “militant Islamic 
ideology.”® Nevertheless, by focusing on cross-border crimes such as terrorism, 
separatism, arms smuggling, and labor migration, the SCO has tremendous potential 
for functioning effectively as a regional security bloc.® 

At the provincial and local levels, Guangdong province improved its police equip- 
ment, including new helicopters purchased from Italy.®’ The helicopters were used in 
antiterrorist training, detection of drug-trafficking activities, pursuit of criminal sus- 
pects, and coordination with police in other cities, such as Panyu. In November 2005, 
the office of the U.S. consulate general in Guangzhou was warned that it might suffer 
a terrorist attack. In response, the Guangzhou police cooperated with the Guang- 
dong provincial police to tighten security of all guests and tourists who attended the 
first Guangdong International Tourism and Culture Festival, which tens of thousands 
of foreigners attended. Zhang Dekang, the CCP Politburo member and Guangdong 
provincial party secretary, emphasized the need for security. His remark prompted the 
police agencies at the provincial and municipal levels to formulate detailed security 
and contingency plans for the festival’s events. 

Six months before the 2008 Olympics was held in Beijing, mainland police began 
to tighten domestic security to preempt any cross-border terrorism. These measures 
included more stringent documentation requirements for foreigners who applied for 
visas to visit mainland China, intensive training of anti-terrorist squads, an increased 
sharing of criminal intelligence with the Hong Kong and Macao police, and the more 
frequent use of x-ray equipment to screen air and rail passenger baggage, including 
that of train passengers from Hong Kong. 


Taiwan’s Response to Terrorism 


In October 2001, Taiwan president Chen Shui-bian urged all government departments 
to heighten their alertness to all types of biological terrorism, including anthrax. 
Chen issued a directive for the government to begin purchasing anthrax vaccines 
after the fourth high-level security meeting on the September 11 terrorist attacks in 
New York. Chen also called on all government agencies to share intelligence and 
information on terrorism, money laundering, and the ways in which energy security 
could be strengthened. In early 2001, the United States reached a judicial assistance 
agreement with Taiwan, laying a solid foundation for cooperation on cross-border 
crime control. 

In October 2002, the Taiwan government further ratcheted up its attention to ter- 
rorist activities, including the distribution of a list of 100 people from the Middle East 
that was provided by the United States.” In March 2001, some people on the list had 
already engaged in organized crime, fraud, theft, and robberies. They first applied for 
tourist visas to visit Taiwan in Southeast Asian states. After their arrival, they resided 
temporarily in motels and made use of the short duration of their stay to commit crimes 
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such as theft and robberies. Then they escaped to other states using alternate passports 
and later returned to Taiwan. In addition, the Taiwan police exchanged intelligence 
with the CIA on the identity and data of 10,000 citizens in the Middle East. 

In December 2004, the Taiwan government drafted a revised bill establishing a 
legal enforcement framework for Taiwan’s antiterrorism work. It would withdraw 
the antiterrorism bill and revise it, developing antiterrorist policy and measures. The 
objective of the “new” bill was to establish an antiterrorist mechanism that would 
involve the National Security Bureau, the National Security Council, and executive 
leadership. Former Premier Yu Shyi-kun instructed the Cabinet secretary-general 
Arthur Ip and Interior Minister Su Jia-chyuang to draft the bill, which would set 
up a new Cabinet office. Under the special office, seven units would prepare con- 
tingency plans and preventive measures and hold simulation exercises once every 
three months. The seven units would simulate biological, toxic, and radio terrorist 
attacks on major infrastructure and facilities. The Taiwan government decided to 
reshape the bill to enhance bureaucratic structures for tackling terrorism. The existing 
laws, such as the Money Laundering Control Act promulgated in October 1996 and 
amended in February 2007, the Enforcement Rules for the Implementation of the 
Nuclear Emergency Response Act promulgated in March 2005, and the Organized 
Crime Prevention Act promulgated in December 1996, combined address any ter- 
rorist activities.”! 

In response to global terrorism, Taiwan has tightened its policy on counterfeit 
passports. In June 2006, the Cabinet approved a draft package proposed by the Min- 
istry of Foreign Affairs to impose maximum five-year prison terms and a fine of up 
to NT$500,000 on individuals who illegally trade or use counterfeit passports.” The 
same penalties apply to those who provide their personal data and identification cards 
to criminal syndicates or individuals for the purpose of engaging in passport forgery. In 
March 2007, the Taiwan airports applied stricter measures to forbid all passengers from 
carrying more than 100 millimeters of liquid, gel, or spray on international flights. 

In June 2006, the chairman of the American Institute in Taiwan (AIT), Raymond F. 
Burghardt, visited President Chen, Kuomintang chairman Ma Ying-jeou, and Speaker 
of the Legislative Yuan Wang Jin-pyng to express Washington’s hope that Taiwan would 
enhance its cooperation with the United States on antiterrorism. This was Burghardt’s 
first visit to Taiwan since he had been appointed as the AIT chair in February 2006. 
During a 90-minute discussion, Burghardt remarked that Washington was aware of the 
exportation of Taiwan-made precision machine tools to Iran, a nation-state with the 
capability of producing nuclear weapons and potential to endanger the U.S. national 
security. To prevent Iran from producing offensive weapons, the U.S. government 
hoped that Taiwan would refrain from exporting these tools. In exchange, the United 
States would be willing to provide more sophisticated detectors for Taiwan to col- 
laborate on terrorism prevention. President Chen replied that Taiwan was willing to 
cooperate with the United States on the combat against terrorism. He added that the 
equipment used by Taiwan’s customs to track exported goods can only determine the 
initial destinations, but not any subsequent shipment. Given the American concern 
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about Iran’s nuclear development, and Taiwan’s need for American political and mili- 
tary support, Taipei must cooperate with Washington in fighting the terrorist threat. 


Hong Kong’s Response to Terrorism 


In 1995, al-Qaeda plotted a terrorist attack on Hong Kong’s Kai Tak airport, but the 
attempt was foiled.” Since the September 11 tragedy, the Hong Kong police have 
increased their awareness of terrorism by inviting terrorist experts to counterterrorism 
seminars held in Hong Kong. After the September 11 attacks in the United States, the 
Hong Kong government introduced an antiterrorism bill, which was eventually passed 
by the Legislative Council in July 2002 by a vote of 32 to 18 amid heated debate. 
The law aimed at localizing the United Nations resolution on tightening domestic 
measures against terrorism. In November 2003, the Argentine defense agency quoted 
a source from the CIA that Hong Kong might become a target of terrorist attacks.” 
The Security Bureau of the HKSAR government refused to respond to the mass media 
as to whether it had received such warning, but it said the police were fully capable 
of terrorist risk assessment. 

In 2003, internal security tests were conducted to assess the performance of Hong 
Kong’s airport security officials in discharging their inspection duties. It was found 
that explosives and knives could be smuggled into the restricted area.”> Although some 
legislators expressed grave concern about the security breach, Secretary for Security 
Ambrose Lee said : 


There has been no specific intelligence to suggest that Hong Kong is likely to be a target 
of terrorism. The police have maintained close liaison with overseas law enforcement and 
intelligence agencies to ensure timely intelligence exchange and accurate situation assess- 
ment, and will continue to do so. The threat assessment grading of Hong Kong has ranged 
from low to moderate in the past three years and is currently rated as moderate.”° 


The number of restricted articles, such as cigarette lighters, compressed gas, and 
sharp items, detected by the aviation security company at the international airport 
increased from 87,913 in 2001 to 1,058,120 in 2002, and then dropped to 688,709 
in 2003. In March 2007, passengers taking flights from the Hong Kong airport were 
required to store their gels and liquids in small containers inside plastic bags for inspec- 
tion. The latter measure aimed at preventing against any liquid bombs. Like Taiwan 
and Macao, Hong Kong has not encountered any terrorist threat. 

According to the Security Bureau, the HKSAR has “a perfect and an adaptive 
mechanism” to respond to terrorism and any possible disaster.” In order to strengthen 
its ability to cope with disaster, the government arranged for different departments 
to conduct exercises. Moreover, in case of emergency, a center to coordinate gov- 
ernment departments would be set up. In view of the fact that the rescue teams in 
the HKSAR have not conducted joint exercises with mainland counterparts, the 
Security Bureau of the HKSAR government said it would strengthen cooperative 
action in the near future. 
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In January 2004, about 20 Marine Department officials and staff from the Kwai 
Chung terminals underwent antiterrorist training by a company whose executive direc- 
tor was a former officer of the U.S. Army Special Forces.” The training was part of 
a global war against terrorism. The deputy director of the Marine Department, Roger 
Tupper, confirmed to the media that the British company Securicor and U.S. firm 
SeaSecure provided maritime security and antiterrorist training. SeaSecure’s chief 
executive, Kim Petersen, was a captain in the U.S. Army and an adviser to the U.S. 
president. The firm’s president is Ronald Thomason, a former U.S. Army intelligence 
officer. According to SeaSecure, it carried out security assignments at 165 ports in 
some 90 countries. The training addressed the concerns raised by the International Ship 
and Port Facility Security Code, which was introduced by the International Maritime 
Organization in July 2003 to reduce the risk of terrorist attacks on ports and ships. 
Under the code, each terminal operator and ship owner possesses a security plan to 
prevent antiterrorist attacks. Specifically, ship owners were required to designate a 
security officer on each ship and design a security system audited by an approved 
organization. Similarly, terminal operators were required to have their security plans 
endorsed by the government. In Hong Kong, the auditing process is under the Marine 
Department’s jurisdiction. 

In May 2004, Hong Kong customs officers seized 3,000 submachine guns from two 
shipping containers, but Ambrose Lee said the incident involved a commercial shipment 
of weapons from Malaysia to the United States through Hong Kong. Therefore, the 
seizure was “not connected with terrorism in any way.”” According to Hong Kong law, 
“strategic commodities” such as weapons can pass through the HKSAR on the condition 
that the shippers have applied for a re-export license. In the seizure of these submachine 
guns, the shipper did not have such a license. It appeared that the security of the Hong 
Kong container ports was tight enough to control arms smuggling activity. 

In June 2004, it was revealed that al-Qaeda terrorists had studied the security at the 
Chek Lap Kok airport prior to the attack on the United States on September 11, 2001. 
The American commission assessing the terrorist attack found that two members of a 
four-member al-Qaeda cell in Kuala Lumpur were asked to study airport security and 
conduct surveillance on American carriers in the Asia-Pacific region.*® One terrorist 
flew to the HKSAR aboard a U’S. airliner from Thailand and was able to carry a box 
cutter onto the flight. He then reported to Osama bin Laden about the result of his test. 
Although security at the Hong Kong international airport has traditionally remained 
tight, some security loopholes remain. 

While terrorist activities affected Indonesia’s Bali, they did not constitute a threat 
to the HKSAR. Indeed, the U.S. and British consulates are among the top priority of 
the police’s protected targets against any possible terrorist threat. However, during 
the visit of the aircraft carrier USS Enterprise to the HKSAR in July 2006, the Hong 
Kong police were on high alert for any terrorist assault. The police tightened security 
and patrols in Wanchai, Tsimshatsui, and Causeway Bay, where the naval officers of 
the Enterprise would go for entertainment and shopping." Plainclothes police were 
dispatched to bars and nightclubs to be on the lookout for any suspicious clients. 
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In November 2006, Chief Executive Donald Tsang said in the meeting of the Asia 
Pacific Economic Cooperation forum that the HKSAR was committed to the combat 
against money laundering and terrorism, and that it would continue to take effective 
preventive measures against terrorism.” The efficiency of the Hong Kong police, 
immigration, and customs earned praise from the U.S. officials. In April 2004, FBI 
director Robert Mueller expressed his appreciation for the “excellent” cooperation 
between the law enforcement agencies in the United States and their counterparts in 
Hong Kong. According to Mueller, Hong Kong joined the Container Security Initiative 
developed by the U.S. Department of Homeland Security’s Bureau of Customs and 
Border Protection. The program began operations in May 2003, deploying American 
inspectors to work with Hong Kong customs officers to protect shipping containers 
from any terrorist activities. 

In June 2008, Hong Kong’s director of immigration Simon Peh revealed rumors 
of sabotage at the Olympics, including the equestrian events that would be held in the 
HKSAR. The government, however, responded to Peh’s remarks quickly and said that 
the terrorist level in Hong Kong remained unchanged. While the government played 
down the security warning from the immigration director, lawmaker James To saw 
Peh’s remark as an attempt to ban peaceful demonstrations during the equestrian 
competition. 


Macao’s Response to Terrorism 


Like the HKSAR, the MSAR is relatively free of the threat of terrorism. Still, the 
MSAR occasionally conducts antiterrorism exercises to prepare for any worst-case 
scenario. In June 2006, 100 members of an antiterrorism squad made up of individu- 
als from the police, customs, security, and health departments, fire brigades, the port 
authority, the aviation department, the Macao Airport Company, and airport private 
security were deployed to test their handling of an emergency situation.** The simu- 
lation exercise began with a group of “terrorists” who kidnapped airline passengers, 
followed by the mobilization of the special duties unit under the Macao police force 
to rescue the victims. Other departments participated in the rescue attempts so that 
their cooperation with the police could be enhanced. 

In 2005, the MSAR began to draft an antiterrorism law. The draft stated that if any 
terrorist act targeting mainland China afects the MSAR, the Macao government would 
have a duty to protect the PRC and its citizens. Moreover, any person who commits a 
terrorist act outside Macao and is found in the MSAR would be subject to the Macao 
antiterrorism law. The draft emphasized that in order to combat terrorism, Macao’s 
casinos, banks, insurance companies, vendors of luxury products, real estate agencies, 
real estate agents, labor agencies, law offices, auditors’ offices, and accountants’ offices 
were under the monitoring umbrella of the anti-money laundering law. 

The antiterrorism law in Macao was approved by the Legislative Assembly on 
March 30, 2006, and then signed into law by Chief Executive Edmund Ho on April 1. 
The hallmark of Decree Law No. 3/2006, entitled “Preventing and Curbing the Crime 
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of Terrorism,” sets out the penalties levied on the terrorists and their accomplices. 
Article 4 states that a terrorist organization refers to a group of two or more persons 
conspiring to use violence as a means to change or subvert Macao’s political, economic, 
and social system, or to intimidate MSAR citizens and the Macao government.™ The 
activities of terrorists are comprehensive and include any action to cause bodily harm 
and transport insecurity; the use of fire, gas, explosion, and radioactive materials to 
affect public safety; any act of undermining public transport, infrastructure, and public 
utility; and the study of methods of developing nuclear, biological, and chemical weap- 
ons. The penalties on those who participate in terrorist organizations are 10 to 20 years 
of imprisonment. Moreover, those who command and lead any terrorist organization 
will be jailed for 12 to 20 years. Other accomplices involved in the preparatory work 
of any terrorist organization will face prison terms of between one and eight years. 
Unlike Hong Kong, where some legislators and barristers raised concerns about the 
impact of the antiterrorism law on civil liberties, the Macao discussion tended to be 
much smoother, as the overwhelming majority of legislators sensed the need to enact 
the antiterrorism legislation in response to the September 11 tragedy in New York. 


Summary 


Greater China remains a region where counterespionage and antiterrorism are the 
major concerns of the governments of the PRC, Taiwan, Hong Kong, and Macao. 
Spying activities across the boundaries of the four places are not surprising, especially 
between the PRC and Taiwan, and they have not been diminished by the return of 
sovereignty over Hong Kong and Macao to mainland China. Espionage has a life of 
its own, independent of economic integration in South China. At the same time, an- 
titerrorism has increasingly been a concern of the governments of the PRC, Taiwan, 
Hong Kong, and Macao since the September 11 catastrophe. While the PRC appears 
to encounter a greater threat from terrorists, notably the Xinjiang separatists, the other 
three places remain relatively free of terrorist threat. 


6 


Intergovernmental and Regional 
Cooperation 


Since 1979 Macao and mainland China have established a channel of criminal investi- 
gation in which the Macao Judiciary Police and Guangdong’s Public Security Bureau 
designated an official from each side for communications.! In November 1983, Macao 
and the PRC began to hold regular meetings on security matters. From 1983 to 1999, 
33 meetings were held. In 1984, the PRC joined the International Criminal Police 
Organization (INTERPOL) and established the Guangdong liaison office of the PRC 
Central Bureau. In 1991, two years after the Macao branch of INTERPOL was set up 
and subordinated to Portugal, Macao and mainland China cooperated with technologi- 
cal assistance, collection of evidence, and the transferal of suspects. Macao and the 
PRC cooperated in the investigation of a number of important cross-border criminal 
cases, including a bank robbery in Macao in January 1991, the robbery at the Casino 
Lisboa in November 1991, the robbery at the Casino Hyatt in May 1994, the robbery 
on the jetfoil Tung Sing in May 1995, a murder case at the International Hotel in Macao 
in December 1997, and an illegal weapons case in Macao in September 1999. 

In 2002, the MSAR public security forces conducted two joint operations, code- 
named Phoenix and Winter Safeguards, with their Guangdong and Hong Kong coun- 
terparts to combat cross-border criminal activities.” The Macao police participated in 
cross-border meetings with Guangdong and HKSAR officials, including the fourth and 
fifth supervisory-level working meetings of Guangdong—Hong Kong—Macao crime 
investigation units held in Guangdong and Hong Kong, the fifth and sixth mainland 
security authority and Macao police working meetings held in Beijing and Macao, 
and the first Guangdong—Hong Kong—Macao police liaison officers’ meeting held in 
the Jiangmen. In August and September 2002, Macao secretary for security Cheong 
Kuo Vah led a security delegation to visit Beijing, Xinjiang, and Portugal to discuss 
issues relating to mutual cooperation. 

Joint operations between the Macao police and their counterparts in mainland China and 
Hong Kong are conducted regularly. In May 2006, after an underground bank was robbed 
by a loan-sharking syndicate that involved two Macao police officers, the Judicial Police, 
and the Commission A gainst Corruption (CCAC) looked into the scandal and secured the 
cooperation of the Zhuhai police.* Consequently, the four suspects were arrested in Zhuhai 
and Macao, but one corrupt police officer remained at large. In June 2006, a Macao— 
Hong Kong—Guangdong crime campaign focused on entertainment centers, casinos, 
and underground gambling dens. Police from the three countries shared intelligence 
on the triad and criminal elements participating in illegal betting. The Macao police 
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spokesman admitted that the coalition possessed a blacklist of criminal suspects who were 
enmeshed in underground soccer gambling. 

Regular meetings between the Macao police chiefs and their mainland counterparts 
are held to ensure effectiveness in the joint effort to curb cross-border crime. In April 
2006, Macao police commissioner José Proenca Branco led a delegation to Shanghai 
to attend the fourth working meeting between the Shanghai and Macao police forces. 
Topics of the meeting included criminal investigation techniques, economic crimes, the 
sharing of criminal intelligence, police training, personnel exchange, and gambling- 
related crime. The delegation also visited Shanxi to enhance police cooperation. Macao 
and the PRC also set up a telephone hotline that facilitated mutual communication 
and cooperation. According to Commissioner Branco, he can reach his mainland 
counterpart in South China immediately if any urgent issue arises.‘ 

The extradition of criminals from Macao became a concern to some legislators, 
who discussed in June 2006 how to protect the rights of the criminal offenders. During 
the deliberative process over a draft bill on Criminal and Judicial Mutual Assistance, 
the Macao government and legislators agreed to insert a stipulation that Macao would 
be able to refuse the transfer of criminal offenders whose “body would be harmed by 
penalties.”> Any external request for the transfer of criminal offenders would have to 
be made directly to the Macao chief executive. In the event of a request for the transfer 
of criminal offenders from the MSAR to another location, such as Hong Kong, the 
Macao prosecutor’s office would collect the information and submit it to the chief 
executive. A formal application would then be made to Beijing. If the central govern- 
ment has no objection to the transferal request, Beijing would delegate the power of 
decision making to the chief executive. 

In June 2006, the Legislative Assembly reached a consensus on the major principles 
of the draft bill on Criminal and Judicial Mutual Assistance, in particular the priority 
of international agreements and the tenet of mutual benefit. In any instance of criminal 
and judicial cooperation between Macao and the neighboring cities and nation-states, 
international agreements take first priority. Once those are satisfied, care is taken to 
protect the mutual interests and concerns of the participating governments. 


Macao and Hong Kong 


In May 2005, Macao and Hong Kong signed an agreement stipulating that Hong Kong 
criminals imprisoned in the MSAR could choose to serve their sentence in their home 
territory. In June 2006, there were 111 Hong Kong criminals detained in Macao’s 
prisons, 70 percent of whom applied to serve their remaining sentence in the HKSAR.° 
The first Hong Kong prisoner to be returned to Hong Kong’s Correctional Services 
Department arrived on June 7, 2006—a turning point in the history of transferring 
criminal offenders between the two places. The transfer of prisoners can alleviate the 
pressure on the Coloane prison, facilitate visits by relatives living in Hong Kong, and 
contribute to the reintegration of criminal offenders to Hong Kong society.’ In 2006, 
the Coloane prison housed 911 prisoners, of whom 466 were from Macao, 265 were 
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mainlanders, 80 were foreigners, and 111 were from Hong Kong. The return of more 
Hong Kong residents to the HKSAR is undoubtedly conducive to an improvement in 
Macao’s prison management. 

Macao cooperates with Hong Kong and Guangdong in the joint fight against 
drug use and trafficking. The second Guangdong—Hong Kong—Macao conference on 
antidrug policy was held by the Guangdong Drug Control Committee at Zhongshan 
in February 2003.8 A 26-member delegation from Macao attended the interregional 
conference, including Public Prosecutor-General Ho Chio Meng, President of the Social 
Welfare Institute Ip Peng Kin, Assistant Commissioner-General of the Unitary Police 
Service Mario Antonio Lameiras, Chief of Checkpoint Enforcement Department of the 
Customs Services Chao Chak Sam, the Supervisor of Forensic Laboratory of Judicial 
Police Kong Weng Fai, and representatives from the Macao Prison and Health Bureau. 
Members of the delegation from the PRC included Guangdong deputy prefect Li 
Ronggen, Guangdong Narcotics Control Commission deputy officer Zhang Shengqin, 
the secretary of the Zhongshan law commissioner, Wang Shuan, and Deputy Mayor 
of Zhongshan Wo Zhanghe. Officials from Hong Kong included the chief secretary 
of the Health, Welfare and Food Bureau, Yau Tsang Ka-lai, and the commissioner for 
narcotics, Lo Ku Ka-lee. The three sides exchanged views on drug-control strategies, 
the implementation of antidrug laws, the trafficking and fabrication of psychotropic 
substances, and the transregional policies of drug prevention and education. The 
regular exchange of opinions on drug control has contributed immensely to the fight 
against drug use in Greater South China. 

The Macao police hold regular meetings with their counterparts in mainland China 
and Hong Kong on the subject of combating cross-border crime. Several days before 
the start of the World Cup soccer tournament in June 2006, the Macao police sent an 
11-member delegation to Xinhui, Guangdong, to attend a three-day meeting with the 
Hong Kong and Chinese police on a plethora of issues, including criminal intelligence 
sharing, online illegal soccer betting, cooperation with Internet service providers, 
technical methods of gathering forensic evidence, procedures for handling explosives, 
and the judicial issues involved in operating in different legal jurisdictions during the 
fight against cross-border crime. 

The problem of different legal jurisdictions arose in March 2007, when the Macao 
Court of Final Appeal issued an order to the Judiciary Police to release a woman who 
had fled to Macao after committing a crime in mainland China. The woman held a 
Hong Kong permanent resident identity card and was under an arrest warrant from the 
PRC office of INTERPOL for smuggling pirated CDs and participating in tax evasion 
totaling 160 million yuan.’ She was arrested by the Macao police on March 18, but 
her relatives filed a lawsuit against the police for having unlawfully detained her for 
over six hours. The Macao assistant prosecutor-general defended the police’s actions, 
saying that such detention was normal given the red notice issued by INTERPOL on 
the Hong Kong Chinese fugitive. Nonetheless, the Court of Final Appeal ruled that 
because there was no formal extradition agreement between Macao and the PRC, the 
Macao authorities could not detain the suspect. The case aroused the concern of some 
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legislators and commentators. Legislator Ng Kuok Cheong questioned why the Macao 
government and judiciary had not reached a formal agreement with the mainland on 
the issues of exchanging crime-related documents and collecting criminal evidence.'® 
He said that the case could not utilize the Criminal and Judicial Mutual Assistance Law 
enacted in July 2006 and that it revealed a loophole in the existing legal cooperative 
mechanisms. Ng also questioned whether a similar situation of lacking mutual judicial 
criminal cooperation existed between Macao and Taiwan. Ng’s comment echoed an 
earlier remark made by Ho Chio Meng, who confirmed that the MSAR, HKSAR, and 
the PRC had not yet signed an agreement to gather criminal evidence together. 

According to the judgment of the Macao Court of Final Appeal in March 2007, 
the case involving the Hong Kong fugitive showed that there was no formal extradi- 
tion agreement between Macao and the PRC.'! The court judges pointed to the fact 
that Decree Law No. 6/2006, which is concerned with criminal and judicial mutual 
assistance, states clearly that it can be applied only to Macao and regions outside 
the PRC. Moreover, Article 123 of the Macao Criminal Litigation Code states that 
if there is no extradition agreement between Macao and another jurisdiction, then 
the code can be applied. Furthermore, Article 217 of the Macao Criminal Litigation 
Code states that any extradition of criminal suspects requires a “special agreement” 
between Macao and the state concerned. As a result of this legal vacuum, the Hong 
Kong woman succeeded in securing her release. Interestingly, when the draft bill on 
criminal and judicial mutual assistance was discussed in the Macao Legislative As- 
sembly, neither the legislators nor the judicial officials were aware of the urgent need 
to reach a formal agreement between mainland China and Macao. The mass media 
were also ignorant of the entire issue, illustrating the lack of legal expertise among 
media professionals.'? Even if there was negligence on the part of some legislators 
and government officials, media ignorance may have been a factor contributing to the 
resulting chaos. Although the case of the Hong Kong woman erupted suddenly, the 
Macao government, media, and legislators all had to shoulder some of the responsi- 
bility for the legal vacuum. 


Macao and Taiwan 


In 2000, Yang Kuang-nan, a Taiwanese leader of the Four Seas Gang, was extradited 
from Macao to Taiwan." In July 2001, the Taiwan High Court sentenced Yang to 22 
months’ imprisonment for involvement in two murders and for his membership in an 
organized crime syndicate. Originally, the Taoyuan District Court had sentenced Yang 
to two years in jail in accordance with the criminal code, which imposes a maximum 
of three years’ imprisonment to members of any organized crime group. Yet the High 
Court modified the lower court’s decision on the grounds that Yang had not controlled 
the gang’s actual operations after he fled to Macao and that Yang should be penal- 
ized under the Organized Crime Prevention Act. Yang’s fate represented a triumph of 
cooperation between Macao and Taiwan. 

In May 2004, a mainland Chinese used a fake Portuguese passport to try to sneak into 
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the United States through Taiwan, but failed. The Fujianese man had paid HK$3,000 
to a friend in Fujian, who had arranged for him to work in the United States.'* On May 6, 
2004, the man arrived in Macao and then traveled to Hong Kong and Malaysia. On the 
way to Malaysia, the Fujianese man was given a fake Portuguese passport and a counterfeit 
Macao identity card. He was arrested in Taiwan and sent back to Macao. Although this case 
involved only one mainland Chinese and did not constitute any large-scale human smug- 
gling, it showed that the Taiwan authorities did extradite criminal suspects to Macao. 


Mainland China and Taiwan 


Although the PRC has never recognized Taiwan as a state, the extradition of criminals 
between the two places dates back to 1989, when Beijing made an unprecedented move 
by extraditing Yang Min-chung, who was charged with murder in Taiwan. One year 
later, the PSB arrested 17 gun smugglers from Taiwan, along with 25 mainland Chinese 
and one Hong Kong resident. They belonged to a crime syndicate that smuggled 1,600 
mainland-made pistols and 40,000 bullets into Taiwan. Beijing requested in February 
1990 that the 17 be extradited to Taiwan in exchange for Wu Dapeng, who was wanted 
by the PRC for embezzlement at the Bank of China and who was arrested in Taiwan as 
an illegal immigrant. In response to the mainland request, Taiwan demanded, through 
the Paris-based International Criminal Police Commission, that the 17 be returned to 
Taiwan but did not mention Wu’s fate. Wu was eventually extradited from Taiwan to 
mainland China, where he was sentenced to death.'° 

In 2001, the commissioner of the Taiwan Criminal Investigation Bureau paid a 
visit to Beijing, marking the beginning of cross-border police cooperation.'® He held 
meetings with high-ranking officers of the PRC Ministry of Public Security. The same 
year, a group of middle- and high-ranking mainland police officers also visited Taiwan. 
These contacts symbolized a closer relationship between the police of mainland China 
and Taiwan. Accompanying this closer relationship was the extradition from Shanghai 
to Taiwan of a former gangster named Yang Kuang-nan in 2001. A year before Yang’s 
extradition, the Shanghai police had visited Taiwan. Low-profile and informal interac- 
tions between police officers on both sides have facilitated communication. 

Because the PRC has never recognized the ROC on Taiwan as a “state,” “interstate” 
cooperation remains diplomatically and politically difficult. Nevertheless, the Taiwan 
Straits Exchange Foundation (SEF) and its mainland counterpart, the Association for 
Relations Across the Taiwan Straits (ARATS), are the mechanisms through which 
both sides hammer out solutions to cross-border crime. After several mainland women 
drowned in Taiwan waters in August 2003, the PRC government criticized Taiwanese 
leaders for pointing an accusing finger at Beijing.'’? From Beijing’s perspective, the 
tragedy stemmed from the rampant activities of Taiwanese criminal elements who 
tried to smuggle the mainland women into Taiwan. But from the Mainland Affairs 
Council’s vantage point, the Taiwan government attached importance to human rights 
and it appealed to the PRC administration for bilateral negotiation over cross- 
border crime. According to Tsai Ing-wen, the former chairwoman of the Mainland 
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Affairs Council, the proportion of illegal Chinese migrants from the PRC to Taiwan 
who were women increased from 7 percent in 1999 to 73 percent in 2003. 

In September 1990, the PRC and Taiwan branches of the Red Cross Association 
reached the Kinmen Accord, which stipulated the principles, locations, and procedures 
of rendition and the offenders to whom the agreement would apply.'* The Kinmen 
Accord contained provisions covering the repatriation of individual criminals and 
suspects who illegally enter the territory of either Taiwan or mainland China. 

The accord stipulated that a verification procedure would be completed within 20 
days after the detainment of illegal immigrants, followed by arrangements for repa- 
triation.'? The Kinmen Accord was never approved because deteriorating political 
relations between Taiwan and mainland China worsened after Taiwanese President 
Lee Teng-hui’s 1995 visit to the United States.”° 

Under the Kinmen Accord, illegal immigrants, convicted criminals, and criminal 
suspects are repatriated through Matsu and Mawei (in Fujian) or through Kinmen 
and Xiamen.”' Because the Accord does not compel the signatories to pick up their 
repatriated citizens, “Taiwan has no recourse when the mainland fails to do so or 
delays doing so.” In 1993, representatives for ARATS negotiated in Singapore with 
their counterparts in the SEF.* Taiwan insisted on retaining its existing jurisdiction 
over the offense of hijacking, because under international law Taiwan could prosecute 
the offender. Taiwan wanted the PRC to recognize its lawful jurisdiction in criminal 
matters such as hijacking. After intense negotiations, the mainland made concessions, 
adding a supplementary agreement on the extradition of hijackers. The agreement, 
to this day still unapproved, stated that “the requested party is allowed to refuse a 
rendition request if, in ‘special circumstances,’ the offense is ‘closely related’ to the 
requested party or its ‘interest is seriously affected’ by the offense.” 

In June 2001, the mainland repatriated to Taiwan four criminal suspects wanted by 
the Taiwan Criminal Investigation Bureau, who had escaped to Fujian after engaging 
in criminal activities such as robbery, arson, murder, smuggling, and drug traffick- 
ing.*> In December, the Red Cross organizations of Beijing and Taipei abided by the 
Kinmen Accord and handled the repatriation of 300 mainland Chinese stowaways. 
In 2001 alone, 11 repatriations took place, with more than 2,000 mainland Chinese 
sent back to the PRC.*® 

In 2002, the Taiwan side complained that Beijing had frequently delayed the process 
of taking back illegal immigrants unilaterally. According to statistics released by the 
SEF, from 1990 to 2001 a total of 43,210 Chinese illegal immigrants were arrested, 
of whom 41,101 were repatriated to the mainland. The mainland delay forced many 
detainees to wait for a long time in the four congested Chinglu detention centers. The 
result was that Taiwan had to expend more police manpower and prison resources 
on the overcrowded living and health conditions of mainland illegal immigrants. In 
2003, the PRC took back about 150 illegal immigrants per month.”’ From Taiwan’s 
perspective, the number of repatriated illegal immigrants should reach 1,800 per year. 
The actual number of repatriated Chinese fell short of the large number of arrested 
illegal migrants. In 2003, the mainland Chinese vessel that repatriated criminals to 
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the mainland went to Taiwan sometimes once a month and occasionally three times 
per month.”8 

In a move that centralized the administration of illegal immigrants from the PRC 
and other places, in January 2007 the Taiwan government set up a department to deal 
with entry, exit, and immigration.” Since then, all illegal immigrants from mainland 
China have been managed by the Ching-lu Ilan detention center, while the Hsinchu 
camp is responsible for accommodating illegal immigrants from elsewhere. In Janu- 
ary 2007, the Ilan detention center housed 500 illegal immigrants from the PRC, 70 
percent of whom were males.*° The new administrative system deployed the Im- 
migration Department officials to tackle any criminal activities that involved illegal 
Chinese immigrants, alleviating the workload of the local police and achieving a 
better division of labor between the police and immigration authorities. Historically, 
the PRC twice refused to take back illegal immigrants. The first instance took place 
in 2000 shortly after the Democratic Progressive Party candidate, Chen Shui-bian, 
was elected Taiwan’s president. The second instance occurred in 2002 in the wake 
of Chen’s description of Taiwan and mainland China as “one country on each side” 
of the Taiwan Strait. 

The Cultural Heritage Protection Center, set up in Beijing in 1998, claimed that 
“Taiwan becomes one of the centers on the illicit traffic [of mainland China’s cultural 
property and that] it makes the return more difficult because of the [strained] relation- 
ship between Taiwan and the mainland.”?! Yet the return of stolen national treasures 
was conducted informally. A stone Buddha that originally came from a tower of the 
Shentong Temple in Shandong province was returned to the temple from the SEF—a 
sign that informal handling of the looted national treasure was conducted despite the 
heated political rhetoric between the PRC and Taiwan.” The sculpture was stolen from 
the site in 1997, smuggled out of the PRC, and purchased by a Taiwan collector, who 
then donated it to a cultural and educational foundation in 2002. After the foundation 
established the authenticity of the stone, the SEF returned it to the mainland. 

After six mainland Chinese women drowned in August 2003 during a smuggling 
operation involving mainland Chinese and Taiwanese snakeheads, the SEF twice 
contacted ARATS and asked for the latter to arrange for the relatives of victims to 
visit Taiwan in order to claim their remains.** ARATS responded to the SEF on Au- 
gust 29 in the first direct message between the two sides since the end of dialogue in 
1999. The message stated the PRC’s willingness to track down any mainland Chinese 
criminals in the case. Both sides adopted a realistic and incremental approach to deal 
with cross-border crime. 

In May 2004, criminologists from the PRC and Taiwan held a meeting in Taipei, 
trying to “create space for mutual cooperation.”*4 The Taiwan side for the first time 
proposed that if there were major criminal suspects waiting for extradition, Taiwan 
personnel would directly go to Fuzhou or Xiamen to receive them. Alternately, the 
suspects would be returned to Taiwan through the air links in Guangdong, Hong Kong, 
and Macao. This idea, according to the PRC side, would constitute a “breakthrough” 
to the existing three small links. From 1993 to 2005, the PRC would send a ship called 
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the Cross-Strait to repatriate mainland illegal immigrants. In July 2006, a ship from 
the PRC dubbed the New Cross-Strait arrived at Matsu in Taiwan to take back 200 
mainland illegal immigrants.*° Of the 200 returnees, 170 were men and 30 women. 
The extradition process was arranged by the Red Cross in Matsu in accordance with 
the Kinmen Accord. The dispatch of the New Cross-Strait marked the continuation 
of the previously established policy of repatriating illegal immigrants from Taiwan 
to the PRC. 

The extradition of two fugitives, Chen Yi-jua and Hsueh Chiu, from the PRC to 
Taiwan in September 2004 marked a watershed in judicial mutual aid of the two places. 
Prior to their extradition, the Taiwan Executive Yuan had offered rewards of NT$10 
million for the capture of the island republic’s two most wanted criminals.*° Although 
the Taiwan government avoided answering the question as to whether the PRC police 
would be rewarded, it stated that an informant who had contributed to the arrest of the 
two might receive monetary incentives. Chen and Hsueh escaped to the PRC from 
Taiwan in November 2004. In 2002, both were the masterminds behind the kidnap- 
ping of wealthy Taiwan businessmen, including the Taichung City Council’s deputy 
speaker, Chang Hung-nien. PRC police captured Chen and Hsueh in Xiamen in July 
2005, when their whereabouts were revealed in a plot to blackmail Yang Teng-huei, 
an owner of Taiwan’s GTV cable television station, for NT$50 million. Both were 
returned to Taiwan in accordance with the 1990 Kinmen Accord. 

In August 2006, 10 fugitives wanted in Taiwan for their involvement in scams 
were repatriated from the PRC. They allegedly blackmailed Olympic gold medal- 
ist Chu Mu-yen and the late dancer Lo Man-fei. According to the Taiwan Criminal 
Investigation Bureau, 24 Taiwanese were the victims of the fraud syndicate, which 
included mainland-based Taiwanese and their mainland Chinese accomplices. The 
fraud syndicate managed to deceive a hundred victims in both Taiwan and mainland 
China, pretending to be banks and telecommunication companies pursuing the vic- 
tims for unpaid bills. The syndicate members utilized the personal data of victims to 
withdraw money from their bank accounts. After the Taiwanese syndicate members 
were arrested in the PRC, they were repatriated from Mawei in Fujian province to 
Kinmen through the mini—three links shipping routes. 

In October 2006, a notorious Taiwan gangster, Wu Szu-wen, who had been in- 
volved in kidnapping, manslaughter, and gun smuggling in Taiwan from 1988 to 1990 
and who later served five years in a mainland prison for the possession of drugs and 
handguns in Shenzhen, was handed over by the PRC authorities to Taiwan’s Bureau 
of Criminal Investigation through a ferry that operated between Fuzhou and Matsu. In 
January 2007, Lee Han-yang, an armored car driver who was suspected of robberies 
totaling NT$56 million, and his brother, an accomplice in the Taiwan robbery, were 
caught by the Fujian police and extradited to Taiwan through a Chinese Red Cross 
boat under the escort of the PRC police. 

Taiwan shares criminal intelligence with the PRC and Hong Kong. In June 2004, 
the ROC Ministry of Justice’s Bureau of Criminal Investigation provided ARATS with 
Eddie Liu’s personal data.*” Liu had allegedly embezzled NT$3 billion from a Taipei 
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law firm, laundered it through the underground buying and selling of jewelry, and 
wired the dirty money from his Hong Kong bank accounts to Shanghai.** The Hong 
Kong authorities reported to their PRC counterpart that Liu was a fugitive, who used 
a fake name and a counterfeit passport to escape to the mainland. The Hong Kong 
court submitted the documents concerning Liu to the judicial officials in the PRC. 
At the same time, Taiwan provided his criminal data to both PRC and Hong Kong 
monetary institutions. 

In February 2006, the PRC police in Yunnan cooperated with their counterparts in 
Thailand and Taiwan to smash an international drug syndicate led by a Taiwanese.*” 
The Taiwanese used his business activities in Yunnan as a cover for heroin trafficking 
between Taiwan, Hong Kong, and mainland China. After the sharing of intelligence 
on the criminal gang, police in the three places arrested the gang members and con- 
fiscated 57 kilos of heroin. The arrests were viewed as a victory of regional police 
cooperation in the combat against drug trafficking and against Taiwanese criminals 
who use the PRC as a safe haven for their illicit activities. 

Although Taiwan and Hong Kong have not yet established formal relations, police 
cooperation has been forged informally through three major channels.“ First, the Con- 
stitutional Affairs Bureau of the HKSAR government can contact the head of the Chung 
Hwa Travel Service—Taiwan’s de facto consular office in Hong Kong—directly to 
discuss issues of common concern. Second, the police from each side cooperate directly 
by communicating through the liaison officers and indirectly through INTERPOL. In 
April 1983, Hong Kong tycoon Teddy Wang was kidnapped by a group of gangsters 
who demanded a ransom of HK$85 million from his wife, Nina Wang.*! Nina paid 
the ransom to secure Teddy’s release, but the police arrested four conspirators in 
both Taiwan and Hong Kong. In 1990, Teddy Wang was kidnapped again. Although 
Nina Wang deposited HK$2.6 billion of the demanded ransom of HK$4.6 billion in 
a Taiwan bank account, Teddy was reportedly pushed into the high seas by the kid- 
nappers, who were being pursued by the Taiwan navy. In 1983 and 1990, the Hong 
Kong police informed the Taiwan counterpart of Teddy Wang’s kidnapping.” Third, 
the Hong Kong police can contact the Chung Hwa Travel Service’s officer responsible 
for criminal affairs. These informal interactions have served as useful mechanisms 
for dealing with cross-border crime in Greater South China. 


Sino-Hong Kong Cooperation and Its Limitations 


Hong Kong’s cooperation with the PRC in the fight against transborder crime dates back 
to the mid-1980s. In 1984, the PRC joined INTERPOL. Three years later, the Guangdong 
Public Security Bureau set up an INTERPOL liaison office, which held regular meetings 
with the Royal Hong Kong Police Force.” In 1989, the Sino-British Joint Liaison Group, 
which was established after the Sino-British agreement was reached in 1984, decided 
that the HKSAR would continue to participate in INTERPOL after July 1, 1997. From 
1984 to 1994, in response to a request by the Guangdong liaison office, the Hong Kong 
police provided assistance in 1,000 criminal cases; the liaison office helped the Hong 
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Kong side in 1,600 cross-border cases. Both sides sent officers to collect evidence on 
300 cases. The Guangdong police helped its Hong Kong counterpart arrest 56 Hong 
Kong criminals. In 1991, the Hong Kong Kai Tak International Airport cooperated with 
the mainland’s Ministry of Public Security to study the implementation of a screening 
system to check the luggage of passengers.“ The system consisted of x-ray equipment 
to detect illegal goods such as knives, explosives, and drugs. 

In 1992, former police commissioner Lee Kwan-ha visited Beijing and Guangdong 
to secure mainland Chinese cooperation, including regular communication between 
Hong Kong and Shenzhen police. Since 1992, the PRC has appointed two liaison 
officers to remain in Hong Kong for the sake of collecting and transferring criminal 
intelligence to the mainland. In the early 1990s, due to rumors circulated in mainland 
China that the Hong Kong government might grant amnesty to illegal immigrants, 
which is what the colonial Portuguese administration had done in 1990, illegal im- 
migration from the PRC to Hong Kong became increasingly serious. In 1993, the 
Hong Kong police arrested 35,193 illegal immigrants, who were lured by such rumors 
and who tried to sneak into the colony to work unlawfully for infrastructure projects, 
especially the construction of the new Chek Lap Kok airport. With the support of PRC 
authorities, they were repatriated to the mainland. 

In response to an increase in kidnapping cases at the start of the twenty-first century, 
the Hong Kong Security Bureau emphasized that the HKSAR had “neither the power 
nor the ability” to investigate such cases that took place in the mainland.*Under the 
formulation “one country, two systems,” the HKSAR government respects the mana- 
gerial ability of the mainland PSB, according to Secretary for Security Ambrose Lee. 
He reiterated the need for the Hong Kong police to strengthen communication with 
their Shenzhen counterpart. 

Due to the outbreak of abductions in which the victims were forced to surrender 
their bank cards and give up their personal information, the Guangdong and Hong 
Kong police set up acommon database to monitor criminal suspects.* After the eighth 
meeting of the Hong Kong, Guangdong, and Macao police in March 2004, the assistant 
commissioner of the HKSAR police, Victor Lo, noted that because of the rise in street 
deception cases in the three regions intelligence exchange from a shared database 
would be necessary.*” Moreover, the meeting called for more joint campaigns against 
cross-border triad activities, commercial crime, narcotics, and high-tech crime. The 
shared database included the details of organized crime groups and members.** The 
Hong Kong police provided their Guangdong counterpart with information on visi- 
tors who violated Hong Kong laws so that so that the mainland law-breakers would 
be barred from entering the HKSAR for a certain period of time. 

During the eighth tripartite meeting in early 2004, the police in Guangdong, Hong 
Kong, and Macao formed a task force to speed up their responses to crimes relating to 
the users of automatic teller machines across the three borders.” The database shared 
at the eighth tripartite meeting included fraudsters, who came from Latin America 
and convinced victims to buy expired foreign banknotes with high dominations but 
little value. 
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Shortly after his appointment as the head of “Asia’s finest,” Police Commissioner 
Dick Lee made a two-day courtesy visit to Beijing.*’ He met with Chinese officials on 
how to strengthen cooperation to combat cross-border crimes such as arms smuggling 
and money laundering. Hong Kong police officers were sent to train with the PSB, 
and training courses were provided for mainland police visiting Hong Kong. Both 
Hong Kong and Guangdong, according to Lee, assessed the risk of potential terrorist 
attacks. He discussed with Minister of Public Security Zhou Yongkang the need to 
strengthen security in the Asia-Pacific region in view of the terrorist attacks in the 
Middle East. Both sides believed that Hong Kong and the mainland were relatively 
safe from terrorist attacks. Since late 2003, the Hong Kong police have increased 
security around the British consulate and the HSBC headquarters, which were the 
targets of attacks in Turkey. 

The visit of anew Hong Kong police commissioner to the PRC has become a regular 
event since February 2007, when newly appointed Commissioner Tang King-shing 
paid a courtesy visit to meet Minister Zhou Yongkang in Beijing.*' Zhou reiterated 
that both sides would continue to deepen cooperation in the areas of antiterrorism, 
anticrime, and personnel exchange. 

In early 2003, the Hong Kong police and their Shenzhen counterpart set up a border 
police assistance mechanism to exchange criminal intelligence on kidnapping, theft, 
robbery, fraud, and violence. From 2003 to mid-2004, both sides shared information 
on 587 criminal cases, but only 18 of them involved victims willing to report to the 
mainland police.*” Alarmingly, eleven of the cases involved Hong Kongers who will- 
ingly returned to the mainland to assist the PSB investigation. The figure demonstrated 
the overwhelming reluctance of Hong Kong victims to report to the PSB. 

In June 2005, Guangdong and Hong Kong police arrested thousands of suspects in 
a sweeping crackdown on organized crimes launched simultaneously in Guangdong, 
Hong Kong, and Macao. During the 11-day campaign, code-named Glaring Sun, 
Guangdong police destroyed 36 suspected criminal groups, including four cross-border 
criminal gangs.* A total of 778 suspects were caught, including 52 from Hong Kong, 
Macao, and Taiwan. Five criminal elements were wanted by the three regional police. 
The Guangdong police raided 963 venues, seized 39 guns, and captured 32.7 kilos of 
heroin and “ice” as well as 10,156 ecstasy pills. The Guangdong police arrested 10 
members of a cross-border prostitution syndicate, which acquired travel permits and 
passports from the authorities through the use of fake labor contracts and business li- 
censes. The syndicate sent mainland women to work in Hong Kong, Macao, Singapore, 
and Malaysia as prostitutes. In Hong Kong, the police arrested 1,616 people involved in 
illegal gambling, drug trafficking, and selling pirated movies. They raided 2,000 loca- 
tions, including discos, arcades, massage parlors, gambling dens, and homes, netting 
goods valued at HK$2 million. About 159,000 obscene or pirated optical discs, such 
as VCDs and DVDs, were confiscated, along with 3,000 liters of diesel oil smuggled 
from the mainland and 4.51 million dutiable cigarettes. All of these joint operations 
were testimony that anticrime policy initiatives in the PRC, Hong Kong, and Macao 
yielded fruitful results, at least in the short run. 
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The Hong Kong ICAC maintains a close relationship with its counterpart in main- 
land China through contacts, exchange visits, and training. In 2001, ICAC officers 
visited Shanghai to study the mainland’s corruption prevention work for civil servants. 
Invited by the Shanghai Municipal People’s Procuratorate, the ICAC held a seminar 
for mainland officials.** The same year, 13 delegations from the Ministry of Supervi- 
sion, Dongguan Municipal People’s Procuratorate, the Foreign Affairs Bureau of the 
Supreme People’s Procuratorate, Ministry of Public Security, Ministry of Justice, 
Beijing Administrative College, foreign affairs bureaus, procuratorates, and supervision 
bureaus from various provinces visited the ICAC and exchanged experience with the 
Hong Kong side. At the request of the liaison office in the HKSAR, the ICAC opened 
courses for other mainland visitors who were on study tours in Hong Kong. The ICAC 
has already established its reputation among mainland cadres and officials. 

In spite of advances in many areas, there is further room for the HKSAR government 
to cooperate with the Macao and PRC counterparts to crack down on child prostitu- 
tion through the Internet. The three would do well to learn from the close cooperation 
between Britain, the United States, Canada, and Australia in their surveillance of chat 
rooms involved in child prostitution.* Although child prostitution and pornography 
are far less serious in Greater China than in the West, it is likely to become a more 
prominent problem, especially if the income gap between rich and poor widens. In 
May 2004, the Hong Kong police arrested 18 people who possessed child pornography 
and transmitted the materials via the Internet.*° 


Legal Relations Between Hong Kong and Mainland China 


The question of rendition agreements was raised prior to the execution of the gangster 
known as the Big Spender in the PRC and shortly after an assassination at the Luk 
Yu teahouse. The case of Cheung Tze-keung aroused controversy in the HKSAR. He 
was a Hong Kong permanent resident, and his gang members were alleged to have 
committed crimes in both the HKSAR and the PRC. According to the laws of Hong 
Kong and of the mainland, the courts of both had jurisdiction over the case.*” But since 
the suspects were arrested in the mainland, the PRC had “the larger say.”** The Hong 
Kong government stated that it had no jurisdiction over the case because the alleged 
victims did not submit reports to the police. It emphasized that Cheung and his ac- 
complices committed offenses on the mainland, including the illegal procurement and 
smuggling of firearms and explosives and the planning of abductions.*° Secretary for 
Justice Elsie Leung revealed that 128 fugitives were returned from the PRC between 
1990 and 1998 under the following arrangements: “a person who is alleged to have 
committed an offense in Hong Kong and who is arrested in the mainland will be re- 
turned to Hong Kong to face trial in Hong Kong if three conditions are satisfied, i.e. 
(1) he is a Hong Kong resident, (2) the offense was committed entirely in Hong Kong 
and (3) he is not accused of having committed any offense in the mainland.” 
However, human rights activists contended that Cheung should be extradited to the 
HKSAR for trial. Legislative Councilor Margaret Ng wrote, “First, why was a crime 
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committed in Hong Kong tried in the mainland? Why was Cheung not tried, instead, 
in Hong Kong for that crime? . . . The legal and judicial systems of the mainland are 
different from those of Hong Kong. The chances of an open and fair trial by Hong 
Kong standards are minimal. If a precedent is set by Cheung, then no one in Hong 
Kong can feel safe about their rights being safeguarded by Hong Kong’s laws and legal 
and judicial systems.’*' Another legislator, Martin Lee, revealed that the complexi- 
ties of the Cheung case traced back to the discussion among drafters of Hong Kong’s 
mini-constitution, the Basic Law, from 1985 to 1990. 


Our consensus was this: if a person does something in a territory, say Territory A, the ques- 
tion of whether that act constitutes an offense or not is to be exclusively decided by the law 
of Territory A... And if a person having committed a crime in Territory A then runs away 
to Territory B within the same country, then he must be brought back to Territory A to be 
tried ... The sad thing is that this consensus was never reduced to writing in the Basic Law 
because the Chinese officials later on adopted what was a very worrying attitude, saying 
that all these cases should be dealt with on a case-by-case basis. This means that in some 
cases Hong Kong would be able to try offenders who committed crimes in Hong Kong and 
who ran away to Mainland China, but in other cases these people would not be sent back 
to Hong Kong for trial. The Cheung Tze-keung case is exactly such a case.” 


Cheung’s fate became so controversial that his wife lobbied legislator James To, try- 
ing to get him extradited to the HKSAR. The human rights group Amnesty International 
issued a statement expressing its concern about “the death penalty after an unfair trial 
and thereafter face possible execution.” Although human rights activists expressed 
their concern about Cheung, his fate indicated that members of cross-border organized 
crime groups had to run the risk of accepting the death penalty on the mainland. 

According to Priscilla Leung, there were several similarities between the Lu Yuk 
teahouse killings case and the Telford Garden case.“ Li Yu-hui, a mainland Chinese 
resident who claimed to be a feng shui master, poisoned five Hong Kong women to 
death in the Telford Garden. Li was arrested, tried, convicted, and executed on the 
mainland. Although Li committed the murders in Hong Kong, the Chinese Criminal 
Law gave the mainland courts extraterritorial jurisdiction over crimes committed by 
Chinese nationals outside the PRC. The similarities of the two cases were as follows: 
“The suspects are mainland residents; the offenses took place in Hong Kong; the 
suspects were apprehended in the mainland; and the mainland courts have jurisdiction 
over the suspects.’ However, while the Li case was an individual plot, the Lu Yuk 
assassination represented an organized crime involving a group of people in both Hong 
Kong and the mainland. The Hong Kong secretary for security called for the return of 
the mainland hitman to the HKSAR, where the police would investigate further and 
discover the principal culprit behind the scene. Leung wrote: 


Arrangements for the surrender of fugitive offenders will not be reached overnight and 
careful deliberation should be given to the matter. The main objectives of an agreement 
should be: (i) to help the two governments combat crime; (ii) to prevent people from 
taking advantage of loopholes in the respective laws of Hong Kong and the mainland; 
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and (iii) to prevent suspects from using the border to evade criminal responsibility after 
committing an offense. 


When Hong Kong legislator Audrey Eu asked whether there would be a mecha- 
nism for the PRC and Hong Kong to handle crimes involving mainland visitors to the 
HKSAR, Chief Secretary Donald Tsang replied that “the transfer of fugitive offenders 
between the HKSAR and the mainland was a highly sensitive issue, and the Security 
Bureau would need to sort out the principles first.”°” The government told the legisla- 
tors that the bilateral extradition agreement between Hong Kong and China would 
satisfy the condition of “dual criminality,” meaning that a person would be extradited 
from one jurisdiction to another only for crimes recognized in both jurisdictions. Yet, 
Margaret Ng argued: 


This sort of safeguard will not be good enough for the realities of a mainland-HKSAR 
agreement, because the problem here lies in the two extremely different legal and judi- 
cial systems, particularly relating to the recognition of fundamental rights, including the 
right to an open and fair trial. Hence the bottom line for the negotiation for a rendition 
agreement must be no rendition of any person from Hong Kong without guarantee for his 
rights, including the right of an open and fair trial by international human rights standards 
... One can see the difficulty of the HKSAR government officials in putting forward a 
position which acknowledges a deep mistrust in the mainland system. It is probably far 
too impolite to speak the truth. However, until and unless this problem is overcome, Hong 
Kong will not be better off with a rendition agreement.® 


Ng’s critique went to the heart of the problem, namely, the different legal systems 
in Hong Kong and the PRC. Leung also stated: “One of the major differences between 
the common law system and the mainland legal system is that the former places greater 
emphasis on ‘procedural justice’ while the latter concentrates on “substantial justice.’ 
Procedural justice is always more time-consuming and expensive, but its end result is 
more just. That is the great value of a common law system.” While the rule of law 
in the HKSAR dispenses justice and perhaps unintentionally protects the members of 
cross-border crime groups, the mainland’s capital punishment poses a serious threat 
to them at the expense of their individual human rights. 

From the perspective of legal relations between the HKSAR and the PRC, the Big 
Spender case was explosive—it led to the resignation of the secretary for security, 
Peter Lai Hing-ling. According to Open Magazine in August 1998, one major reason 
Beijing wanted Lai to leave the HKSAR government was his refusal to share HKSAR 
data on criminals with the mainland public security organ.”” Although Lai announced 
his decision to leave the government in July 1998 on the grounds of a family reunion in 
Australia, there were rumors that Beijing insisted on having the HKSAR government 
transfer all the data concerning Hong Kong criminals and 15 triads that operated across 
the border. According to the rumors, Lai refused to surrender all the data because he 
believed that cooperation should take place on a case-by-case basis. It was reported 
that the threat to mainland public security dissuaded the former Hong Kong police 
commissioner, Eddie Hui Ki-on, from requesting the repatriation of the Big Spender 
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to the HKSAR. There is no evidence supporting the validity of these rumors, but the 
Big Spender case raised questions about the jurisdiction of mainland and Hong Kong 
courts and the political sensitivity of sharing criminal data. 


Problems of Cross-Border Departmental Cooperation 


Red tape and jurisdictional concerns prevent the HKSAR and Guangdong governments 
from working together more closely in their fight against piracy and counterfeiting. Six 
government departments in the PRC are dealing with intellectual property issues, thus 
making cross-border coordination very difficult.”’ But stationing Hong Kong custom 
officials in Guangdong would duplicate the efforts of their mainland counterparts. As 
the deputy commissioner of customs and excise, Lawrence Wong Sau-piu, remarked, 
“{E]very jurisdiction takes the administration of the law very carefully within their 
jurisdiction.””” Democratic Party member Sin Chung-kai added that stationing Hong 
Kong customs officials in Guangdong would appear to give the impression that the 
mainland authorities were not competent to tackle piracy and counterfeiting. 

Another problem of mutual cooperation is that occasionally the PRC law enforce- 
ment authorities enter the territories of both Hong Kong and Macao without the due 
respect paid to the jurisdictions of their counterparts in the two special administrative 
regions. In June 2004, the Hong Kong police “arrested” seven mainlanders, including 
two officers of the PSB bearing handcuffs, in Mount Davies because of the latter’s 
“duty” to investigate “a significant case” in Hong Kong.” In order to avoid offending 
the PRC side, the Hong Kong police were very prudent in the use of words, such as 
“bringing them back to the police station for investigation” rather than “arresting” the 
mainland officers. The two PSB officers came from Guangdong, saying that they were 
looking into a corrupt case involving a Hong Kong target at a luxurious residence in 
Mount Davies. The seven mainlanders held two-way permits. They were reported by 
Hong Kong citizens who found them suspicious. The seven mainlanders used a car 
with the mainland license, conducting surveillance on their target at the Cape Man- 
sion in Mount Davies. Although Secretary of Security Ambrose Lee insisted that the 
incident did not mark any attempt by mainland law enforcement authorities to imple- 
ment mainland law in the HKSAR, legislator Andrew To complained that the event 
was a Serious threat to the implementation of “one country, two systems.” According 
to a news report, the mainland officers who were “caught” by the Hong Kong police 
claimed that Hong Kong had already become part of mainland China and therefore 
they could investigate criminal cases in the HKSAR.” By convention, the Hong Kong 
police encountering such cases of “cross-border execution of mainland laws” warned 
the mainland officers, who would leave Hong Kong afterward. Yet the police repre- 
sentative to the Legislative Council denied that there was such convention.” 

The seven mainlanders found at Mount Davies were subsequently arrested on 
charges of “loitering” and “possession of offensive weapons.”’”° Interestingly, the 
central government in Beijing quickly issued a statement that it did not send any 
public security officers to investigate criminal cases in the HKSAR—a response that 
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was viewed by Hong Kong legislator Lau Kong-wah as “too quick.’”””’” Ambrose Lee 
called the Guangdong PSB, which replied that “it handled the case seriously.”’* Fur- 
thermore, the seven officers entered the HKSAR with two-way permits. The central 
government in Beijing did not support any attempt by the local government officials 
to implement mainland laws in the HKSAR. The crux of the problem is that Beijing 
cannot control the actions of local authorities, who in the Mount Davies case attempted 
to investigate the mainland corruption case without informing either the ICAC or the 
Hong Kong police prior to their action. 

In 1995, mainland law enforcement authorities went to Hong Kong to implement 
mainland law. PSB officers arrested a Hong Kong man named Su Zhi-yi and took 
him back to his home in Hong Kong in order to search his personal documents.” The 
incident aroused the concern of the Hong Kong Security Bureau under the British 
administration. The Hong Kong press revealed it only in 2001. Su Suet, the daughter 
of Su Zhi-yi, told the Hong Kong police that she had been taken back to Hong Kong by 
six men, including officers of the Zhaoqing PSB, for a search of her father’s residence 
at North Point in October 1995.*° In January 1996, public security officers escorted 
Su Zhi-yi back to Hong Kong and seized his property from a safety deposit box at the 
Wanchai branch of the Bank of China. The same month, he was escorted back again 
by mainland police to collect personal documents at his residence. After the incident 
was revealed in 2001, the Hong Kong Security Bureau approached the Guangdong 
PSB for an explanation. According to the Guangdong police, in October 1995, Su and 
his wife were under investigation by the Zhaoqing public security officers for alleged 
embezzlement in connection with a company called Paraway, which had been set up in 
Hong Kong by the Zhaogqing city government. The Guangdong PSB informed the Hong 
Kong police that on the three occasions in which Su and his daughter were escorted 
back to Hong Kong, “no Zhaoqing PSB officials had exercised jurisdiction in Hong 
Kong and none had been to Mr. Su’s North Point residence to undertake searches and 
taking of evidence.’ Although the mainland police entered Hong Kong using either 
PRC passports or two-way permits, the Hong Kong government believed that “there 
is insufficient evidence to support allegations of breaches of laws” by the mainland 
public security officers.” 

In March 1998, a guideline established by the HKSAR and mainland police was 
that if any party needed to cross the border to investigate any criminal case, the other 
side had to be informed prior to such action. Yet, “investigation is not tantamount 
to the implementation of law,”*? which involves surveillance, entering a premise 
to conduct search, collecting evidence, arresting or apprehending any suspect, and 
searching any suspect. When asked by legislators whether this understanding between 
the Hong Kong police and their mainland counterpart applied to the national security 
officers who were sent to the HKSAR since the retrocession, Ambrose Lee said the 
government would study the issue. While mainland national security officers are 
excluded from the guideline of cooperation between the Hong Kong police and the 
mainland counterpart, the liaison on individual cases takes place under the rubric of 
the following mechanism: 
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Table 6.1 


Police Cooperation Between Hong Kong and Mainland China, 1995-2003 


Number of mainland requests Number of Hong Kong requests 
for Hong Kong assistance for mainland assistance 
1995 41 50 
1996 46 40 
1997 67 44 
1998 94 53 
1999 100 82 
2000 172 107 
2001 82 51 
2002 48 35 
2003 53 43 


Source: “Figures of Police Cooperation in the Past,” a document provided by the police to 
the Legislative Council’s Security Panel on June 28, 2004. 


[I]f one party requires the assistance of the other party, the requested party may gather 
information relevant to the case through various legal means and provide such informa- 
tion to the requesting party. When the requesting party seeks assistance, it must give prior 
notification to the requested party and explain clearly the nature of the case and the scope 
of the assistance sought. It will be then for the law enforcement officers of the requested 
party to undertake the investigation work in accordance with the law ... Under no circum- 
stances can police officers take enforcement actions on their own in the territory of another 
jurisdiction. When these police officers are in the territory of another jurisdiction, they 
have the same status as any other ordinary visitors. They do not enjoy any police powers 
or privileges and they cannot, therefore, exercise any power of arrest, detention, search 
of persons and premises, etc. If any law enforcement officers from other jurisdictions are 
suspected to have undertaken any law enforcement actions in Hong Kong, the Hong Kong 
police shall follow up with the relevant authorities.** 


The statistics provided by the Hong Kong police regarding their cooperation with 
their mainland counterpart show that the requests for mutual assistance reached an 
apex in 2000, but thereafter declined (see Table 6.1). 

In reality, mainland police occasionally intrude on Macao without informing their 
counterpart in the territory. In June 2004, MSAR customs officers intercepted three 
suspicious boats from the mainland. An illegal immigrant controlled one of the boats, 
whereas mainland officials were found in the other two.* Due in part to the fact that 
the MSAR media tried to avoid offending the mainland authorities, reports concerning 
mainland officials crossing the border to arrest criminal suspects have traditionally 
been rare in Macao. Yet Antonio Ti Luo, a Chinese residing in Bolivia, was suspected 
of being kidnapped by PRC agents in Macao in 1994 and that he was later on trial 
in Shanghai.** Another person suspected of being kidnapped by mainland authorities 
was an Australian Chinese, James Peng, who had committed economic crimes on the 
mainland. The mainland authorities sometimes viewed the implementation of PRC 
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law as so urgent that the territorial jurisdiction of Portuguese Macao was seen as 
having secondary importance. 


Summary 


The absence of extradition agreements between the HKSAR and the PRC, between 
Macao and the PRC, and between the PRC and Taiwan presents a problem for the 
fight against cross-border crime. Although an informal approach to dealing with the 
lack of rendition agreements has been adopted in all the regions in Greater China, 
especially between the PRC and Taiwan, where the exchange of fugitives has been 
taking place under the Kinmen Accord, the situation in Hong Kong and Macao is 
deemed as politically sensitive. Law enforcement authorities in both Hong Kong and 
Macao tend to tackle the issues of cross-border implementation of mainland laws by 
mainland government agents in a relatively low-key and diplomatic manner. Still, 
cross-border governmental and departmental coordination is riddled with difficulties, 
due in part to different legal systems and partly because of the perception of mainland 
law enforcement authorities at the local level. The local mainland perception does 
not necessarily gain approval from the central government in Beijing, especially its 
cross-border implementation of mainland laws. 


7 


Conclusion 


Embedded Autonomy and the Combat Against Transborder Crime 


This book argues that embedded autonomy—institutional mechanisms that combat, 
monitor, and penalize private and public organizations as well as individuals for their 
transborder criminal activities—is critical to the power of the state vis-a-vis domestic 
and cross-border organized crime. In the case of Greater China, domestic crime is often 
intertwined with cross-border crimes, such as money laundering, fraud, illegal soccer 
gambling, and prostitution, that involve residents on the PRC mainland, Taiwan, Hong 
Kong, and Macao. The boundaries between organized crime and individual crime 
have become blurred. Individual citizens collaborate covertly in loosely structured 
groups to accomplish their criminal and profit-seeking objectives. In other words, 
the line between organized and “disorganized” crime in Greater China is arguably 
ambiguous. It is easy for observers and law enforcement officers to discount cross- 
border criminal activities, viewing them as “disorganized.” However, law enforcement 
agencies cannot be complacent about their ability to dismantle criminal organizations. 
The patterns and modes of cross-border crime are constantly changing and individual 
and “disorganized” gangs can easily develop into organized groups that can challenge 
regime legitimacy. 

The most prominent factor shaping the incessant cross-border crime in Greater 
China is the borderless nature of the entire region. Although borders technically exist, 
with checkpoints staffed by immigration and customs officials who inspect the identity 
and luggage of travelers, economic integration in Greater China since the 1990s and 
especially the early twenty-first century has rendered the artificial border porous. It is 
the penetrable nature of the borders between mainland China and Hong Kong, mainland 
China and Macao, and Hong Kong and Macao that has provided a breeding ground 
for all sorts of cross-border crime. The Pearl River Delta is particularly affected by 
cross-border crime because criminal elements in Hong Kong, Macao, and the mainland 
use their personal networks, guanxi, and familiarity with the entire region to achieve 
economic gains through illegal means. Although Taiwan remains geographically 
and politically detached from the mainland, economic integration has also propelled 
criminal elements from both sides to pursue their profits illegitimately. The improve- 
ment in current relations between Taiwan and mainland China is likely to trigger an 
increase in cross-border crime. The traditional concept of a border should be reconsid- 
ered and reassessed, for border security has long been undermined by the deepening 
economic integration in the four areas. If Greater China is in practice borderless, law 
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enforcement agencies in the PRC, Taiwan, Hong Kong, and Macao are encountering 
an unprecedented challenge to coordinate and cooperate among themselves, making 
use of both formal and informal means to tackle transborder crime. 

Hong Kong’s postcolonial state possesses a relatively high degree of embedded 
autonomy; its effective police, robust judiciary, powerful anticorruption agency, 
antibribery legislation, assertive mass media, and intensive coordination among law 
enforcement agencies and with foreign counterparts have contributed immensely 
to the fight against cross-border crime. Its criminal justice system is healthy and 
strong enough to repel transnational and cross-border organized crime. Hong Kong’s 
bureaucratic competence is the strongest in Greater China. With deeper economic 
integration with the PRC, however, cross-border crime in Hong Kong is becoming 
far more intensive, hidden, and difficult to detect than before. The influx of mainland 
enterprises in Hong Kong’s stock market, for example, is accompanied by a subtle 
and secretive process of money laundering and fraud. On the surface, anti-money 
laundering institutions in the HKSAR are healthy and robust, but they will find it 
increasingly difficult to tackle hidden commercial crime involving mainlanders and 
PRC enterprises. In terms of the relative autonomy of the state, Hong Kong remains 
the highest, followed by Macao and the PRC mainland.' From the perspective of 
relationship between organized crime and the state, Hong Kong is characterized by a 
strong development state dedicated to the fight against both domestic and cross-border 
crime. Macao and the PRC mainland are in the midst of a transition from predatory 
state to developmental state. 

The MSAR has witnessed triad participation in the casino industry and legislative 
elections. Triads in Macao mobilize citizens to vote, campaign for some candidates 
with questionable backgrounds, and engage in mass bribery of voters.” Although the 
anticorruption agency in the MSAR has made an impressive effort at curbing corrup- 
tion and electoral bribery, the legal penalty for those who bribed voters is relatively 
light. As a result, triad participation in elections cannot be terminated. If elections and 
triads are intertwined, and if triads continue to operate in some of the casinos, Macao’s 
postcolonial state’s autonomy vis-a-vis organized crime is restricted. 

In the combat against cross-border crime, the Taiwan government is by no means 
hesitant and ineffective, largely because of its political sensitivity toward not only the 
mainland Chinese criminal elements but also those Taiwanese triads, or heidao, who 
regard the PRC as a sanctuary. Taiwan is vigilant in its investigation of crimes against 
the government, especially espionage orchestrated by the PRC. Cross-border crime, 
notably human trafficking, must be effectively tackled in order to prevent Taiwan 
from being infiltrated by mainland Chinese spies. According to the Taiwan security 
apparatus, these spies can be disguised as illegal immigrants, prostitutes, visitors, and 
perhaps even returned Taiwan businesspeople. Due to overriding political concerns 
over its national security, Taiwan is determined to combat not only espionage but 
also cross-border crime. As discussed in Chapter 6, Taiwan has coordinated its efforts 
with the law enforcement agencies of the PRC, Hong Kong, and Macao. They also 
participate in the extradition of Taiwan criminals from the mainland. 
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Arguably, intergovernmental coordination among the law enforcement agencies 
(notably police, customs, and immigration) of the PRC mainland, Hong Kong, Macao, 
and Taiwan has bolstered the capacity of the four administrations to fight cross-border 
crime. Although jurisdictional problems have arisen, as in the situation between Hong 
Kong and mainland China, interdepartmental coordination in Greater China stands 
out as the most prominent and successful aspect of joint combat against transborder 
crime. Interdepartmental coordination in Greater China contributes significantly to the 
development of embedded autonomy in the four states—the PRC state, the de facto 
Taiwan state, and the postcolonial states in Hong Kong and Macao. 

Similarly, the Macao postcolonial state relies heavily on intensive coordination and 
communication with law enforcement apparatus in the PRC, Hong Kong, and Taiwan 
to combat cross-border crime. The rapidly expanding, liberalized, and fragmented 
casino industry is increasingly complicated. The management of casinos and their 
VIP gaming rooms is riddled with various problems, including the leadership succes- 
sion of the major casino operators, their ability to exert control over VIP rooms, the 
relative autonomy of the owners of VIP rooms in their marketing and client-seeking 
strategies, the inevitable infiltration of triads into VIP rooms, the complexities of 
credit and chips provision, the cross-border nature of debt collection and competition 
for mainland clients, and the unavoidable clashes between the Macao underworld 
and mainland gamblers with triad support. Even though the MSAR criminal justice 
institutions have undergone rapid reforms, the self-strengthening movement on the 
part of the police, the judiciary, anticorruption agencies, and customs cannot easily 
tackle all the deep-rooted and cross-border problems of Macao’s casino industry. The 
PRC collaborates with the MSAR government in adopting a united front toward local 
triads, trying to contain them under the umbrella of various social groups, such as 
the sports federation. This soft-line strategy is intermingled with hard-line measures 
against those criminal individuals and groups that engage in kidnapping, assassinations, 
loan sharking, and cross-border prostitution. While kidnapping and assassinations can 
be tackled effectively after they are unveiled, other cross-border criminal activities, 
such as loan sharking and prostitution, continue to flourish because of the persistent 
demands in Macao’s casino world. Although Beijing’s united front on the triads can 
temporarily control them, the underlying crime-infested problems of Macao’s casino 
industry cannot be eliminated. The crux of the problem is whether domestic and 
cross-border crime in Macao can be contained without undermining the legitimacy 
of the MSAR government. 

The Macao government finds it relatively difficult to control other cross-border 
criminal activities, notably money laundering involving both mainland Chinese and 
North Koreans. While the alleged North Korean money laundering was ostensibly 
politicized by international politics between Pyongyang and Washington, money 
laundering that involves mainland officials and citizens is difficult to curb. The irony 
is that any hard-line measure against money laundering by mainlanders would jeop- 
ardize the business of Macao’s casino industry. Macao represents a unique case of 
how a postcolonial state encounters external and internal constraints in the combat 
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against transborder crime. The embedded autonomy of Macao’s postcolonial state 
vis-a-vis cross-border organized crime is very limited due to the complex interplay 
between external actors and internal obstacles. Externally, many corrupt cadres and 
private individuals on the mainland are utilizing Macao as a conduit for their dirty 
money. Internally, the Macao government cannot adopt a hard-line policy toward cross- 
border money laundering because doing so would severely undermine its economic 
prosperity. Cross-border crime is arguably a concomitant of a thriving casino industry 
where chip-rollers and VIP operators have to satisfy their customers through the provi- 
sion of a multiplicity of services, including transportation, accommodations, credit, 
chips, prostitutes, and safe conduit for money transfers. The economic dependency 
of the MSAR on casino capitalism imposes a severe constraint on the fight against 
cross-border crime. Strictly speaking, the transformation of Macao from a predatory- 
symbiotic state to a developmental state with a high degree of embedded autonomy is 
destined to be difficult. But as the government of Macao struggles toward its goal, its 
coordination with the PRC, Hong Kong, and Taiwan in the fight against cross-border 
crime remains intensive and rigorous. The Ao Man Long scandal revealed the swift 
cooperation of the anticorruption authorities of Macao, Hong Kong, and the PRC, but 
it also illustrated the huge temptations that some Macao officials face. The bottom 
line for the Macao government is to prevent crime and corruption from deteriorating 
society to the extent that existed in 1999, when triad wars affected ordinary people 
and undermined its regional image. Because of the serious structural constraints on 
Macao’s postcolonial state, the prevention of any reversion in domestic and cross- 
border crime to the pre-handover disorder is seen as the yardstick for measuring its 
success in crime control. 

In the same vein, the PRC is encountering severe constraints in its combat against 
organized and cross-border crime. Without a powerful and resourceful anticorruption 
institution, the PRC state finds it difficult to curb bureaucratic corruption, cross-border 
gambling, and transnational criminal activities, such as the smuggling of drugs, 
women, and goods. The relatively corruption-infested judiciary and police force 
point out the inability of mainland China to combat organized crime. The banking 
industry is plagued with loopholes conducive to individual corruption and organized 
commercial crime. Anticorruption work in mainland China remains largely cosmetic. 
The death penalty cannot deter CCP cadres and government officials from becoming 
corrupt, but merely drive them to seek safe havens in foreign countries through the 
escape routes of Hong Kong and Macao. Extradition of “corrupt” mainland officials 
is bound to be difficult, as many foreign countries, especially their judiciary branches, 
view the PRC as an authoritarian system determined to punish extradited criminal 
offenders with death.* 

Compounding the difficulties of crime control in the PRC is the ability of local 
government and officials to turn a blind eye to the policy directives of the central au- 
thorities in Beijing. If a relatively small place like Macao finds it difficult to contain 
organized crime, a geographically large and multiprovincial state such as mainland 
China faces a far more serious problem, especially when criminal groups and individu- 
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als seek to get rich quickly during the long transition from a socialist to a capitalist 
economy. From the perspective of central—local relations, the local states in China 
at the provincial, county, township, and village levels adopt halfhearted measures to 
carry out Beijing’s anticrime policy incentives. Some provincial leaders are loyal to 
the central government’s anticrime policies, but their anticrime efforts encounter two 
obstacles: corrupt provincial officials and uncontrollable lower-level bureaucrats. The 
most problematic levels are the townships and villages, where the CCP’s ability to 
combat organized crime is declining rapidly. Corrupt officials at the local level forge 
a criminal—political nexus with triads, including those from Hong Kong, Macao, and 
Taiwan. The Pearl River Delta is a case in point. Under the guise of business invest- 
ment, many triads from Taiwan, Hong Kong, and Macao have entrenched their bases 
in Fujian and Guangdong. As a result of cultivating symbiotic relationships with 
cross-border criminals, who are constantly camouflaging themselves as legitimate 
investors and patriotic businesspeople, local-level cadres and officials see illegitimate 
activities, such as money laundering and prostitution, as the pillars of economic growth 
in their localities. 

Due to the difficulties of the central state to fully mobilize the local states to combat 
organized crime and curb bureaucratic corruption, mainland China’s drive to develop 
a strong state relatively autonomous from organized crime is riddled with severe 
setbacks and serious hurdles. On the surface, the PRC has a strong developmental 
state propelling rapid economic growth. Behind this facade is a de facto weak state at 
the central level that lacks the capacity to coerce local states to contain domestic and 
cross-border crime. The local states are strong vis-a-vis the relatively weak central 
state in terms of choosing how to implement anticrime policy. This is particularly true 
in Guangdong province, where many localities are deeply enmeshed with cross-border 
organized crime elements. Corrupt officials at the town and village levels often turn a 
blind eye to Beijing’s anticrime policy, providing a favorable environment for criminal 
groups and individuals to stimulate local economic prosperity. It is not provincialism 
in Guangdong that sabotages anticrime policy incentives in China. Instead, localism 
in Guangdong has to be substantially curbed by frequent personnel changes, hard-line 
police reforms, and rigorous anticorruption measures so that the local criminal—political 
nexus will be effectively eradicated. If Macao as a small city is riddled with crime 
groups, mainland China and its southern provinces certainly encounter more criminal 
groups that are beyond Beijing’s control. The Pearl River Delta is a typical example of 
the persistence of criminal warlords under the “protective umbrella” of local govern- 
ments. Unlike Hong Kong, where the postcolonial state is relatively autonomous from 
criminal groups, the local governments in the Pearl River Delta are weak in coping 
with criminal elements. Ironically, the local states in the Pearl River Delta are strong 
in enforcing Beijing’s anticrime policy directive, whereas both Hong Kong and Macao 
are faithful supporters of the central government’s anticrime campaign. 

The relatively weak mass media in the PRC makes it difficult to check bureaucratic 
corruption and uproot the local-level coalitions between triads and CCP cadres. If the 
Macao state as it relates to organized crime is superficially strong (low-profile triad 
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activities) but substantially weak, the PRC state is weak both on the surface and un- 
derneath. Although the Guangdong provincial government and some of its localities 
have made efforts to control domestic crime, cross-border crime cannot be contained. 
Many residents from the PRC mainland, Taiwan, Hong Kong, and Macao are tak- 
ing advantage of the porous borders to seek safe havens for their criminal activities, 
reap quick profits by illegal means, and utilize personal networks for economic gain. 
Criminal elements and organizations in Greater China exploit the relatively weak 
states in the PRC and, to some extent, Macao to accomplish the economic objective 
of gaining wealth through ceaseless illicit activities. In short, the lack of a strong 
embedded autonomy in the PRC and Macao states facilitates the diversified nature 
of cross-border crime. If Hong Kong has already established the model of a security 
state, which can be defined as a regime with a high degree of embedded autonomy 
in tackling domestic and cross-border crime, the weaknesses of the security state are 
arguably the hallmarks of the PRC and Macao. 

Yet Hong Kong is by no means perfect; triad influence on postcolonial state institu- 
tions is hidden through the election of triad members to political institutions, notably 
the district councils, the statutory advisory body (Heung Yee Kuk), and village com- 
mittees. Triad intimidation and attacks on some elected representatives are constant. 
Money laundering involving mainland cadres through shell companies, money chang- 
ers, and underground banks in Hong Kong and Macao is hidden but extensive. The 
policy since mid-2003 of allowing more mainlanders to visit both Hong Kong and 
Macao as individual tourists has produced the unintended consequence of facilitating 
all these covert laundering activities, which are reflected in the unprecedented boom- 
ing economy, the fast-recovering real estate market, and surging stock prices in the 
two enclaves. Behind the ongoing economic prosperity of Hong Kong and Macao is 
criminal exploitation of the difficulty in implementing anti-money laundering mea- 
sures, of the virtue of banking secrecy, and of the use of personal networks as well as 
kinship ties in the huge underground banking industry. 

The case of Hong Kong demonstrates that while triads are under control, they act 
as an informal regime silently controlling their apparently legitimate businesses, such 
as saunas, discothéques, restaurants, nightclubs, and entertainment centers. Triads are 
constantly active in the HKSAR, where police manpower and resources are driven 
to tackle them. Yet anti-triad and anticrime policy cannot eliminate the triads, whose 
coexistence with the formal government in Hong Kong is a fact of life. Anti-triad 
operations can at best stem the further growth of the underworld. As with the cases 
of Macao and the Pearl River Delta, triad influence is extensive in Hong Kong at the 
grassroots level. The defining feature in Hong Kong is that the postcolonial state can 
prevent the triads from infiltrating the government apparatus to such an extent that a 
criminal—political nexus is firmly established. Unlike Macao, where such a criminal— 
political nexus has penetrated the casino industry, and unlike Taiwan where it has been 
merged with elected politicians and the campaign activities of political parties, Hong 
Kong has not witnessed a return of the criminal—political nexus that existed before 
1974, when the ICAC was virtually nonexistent. Yet the criminal—political nexus 
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does exist in the HKSAR at the village level. In the PRC, the local state encounters 
tremendous problems in uprooting the criminal—political nexus, a phenomenon at- 
tributable in part to the tentacles of organized crime from Hong Kong, Macao, and 
Taiwan. Still, the autonomy of Hong Kong’s postcolonial state vis-a-vis organized 
crime remains stronger than in the PRC, Macao, and, arguably, in Taiwan. Taiwan’s 
state autonomy in relation to organized crime is perhaps slightly weaker than that in 
Macao because Taiwan has a more corrupt civil service, many triad-related politicians, 
and much weaker anticorruption work, indicating the imperative of enhancing the 
island domain’s anticrime capacity. 


Transborder Crime, the State, and Economic Liberalization 


Peter Andreas reminds us that official documents can help us understand the “the 
policing face of the state” but “conceal as much as they reveal.”* Public reports, as 
this book has demonstrated, can reveal much about cross-border crime and the state 
response. One common thread of policing in Greater China’s response to cross-border 
crime is the use of anticrime campaigns. The PRC, Hong Kong, Macao, and Taiwan 
police forces all rely heavily on anticrime policies to tackle domestic and cross-border 
crime. Quite often, anticrime campaigns are effective as they achieve the functions of 
strangling the financial income of criminal groups, terminating their growth, arresting 
the suspected elements, depriving the triads of their leaders, triggering an immediate 
power struggle, and curbing cross-border criminal activities, at least in the short run. 
Another characteristic of Greater China’s police response to cross-border crime is the 
constant sharing of criminal intelligence. Impressively, although Taipei does not have 
formal government relations with Beijing, it does share criminal intelligence with the 
mainland authorities, Hong Kong, and Macao in the joint combat against cross-border 
crime. Crime fighting, as Andreas emphasizes, “defines the border priorities of many 
states.”* This phenomenon is true in the case of cooperation among the PRC, Taiwan, 
Hong Kong, and Macao. 

The patterns of transborder crime in Greater China show that their evolution has 
been largely shaped by the twin processes of economic liberalization and integration. 
Prior to the PRC’s economic liberalization in the late 1970s, cross-border crime in 
Greater China consisted of airplane hijacking, human smuggling, and heroin trafficking, 
whereas crime against the government such as espionage persisted. Mainland China’s 
economic liberalization since the late 1970s and its economic integration with Taiwan, 
Hong Kong, and Macao during the 1990s have produced new patterns of transborder 
crime. In response to a vast array of economic opportunities, various types of cross- 
border crime have flourished: art crime, Internet crime, kidnapping, illegal betting, 
soccer gambling, prostitution, triad activities, trafficking of women, money laundering, 
the smuggling of goods and products, theft, counterfeiting, fraud, and highway robbery. 
The new patterns of cross-border crime are indicative of the economic activities that are 
now available to criminal groups and elements. In the words of Andreas, “the liberal- 
izing policy of the state to encourage cross-border economic exchange” contributes 
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to more cross-border criminal activities than ever before.* Economic liberalization 
and integration supported by the ruling elite in Greater China have contributed to the 
porous border, where cross-border crime proliferates and changes its patterns and 
modes from time to time. In response, the governing elite in Greater China has been 
forced to be more regulatory and to plug any policy and legal loopholes. 

The state’s economic liberalization is accompanied by “the same rapid escalation 
of state efforts to police illegal cross-border flows.”’ In rhetoric, the government of 
neither the HKSAR nor the MSAR admitted the negative impact of economic integra- 
tion with the PRC on domestic crime. In particular, the Hong Kong police released 
incomplete statistics to prove that the mainlanders’ visits to the enclave had little to do 
with any surge in domestic crime. Superficially, only a minority of mainland visitors 
was involved in cross-border crime, as described accurately by the Hong Kong police. 
Nevertheless, the picture was misleading because cross-border criminal activities 
did flourish. On the contrary, the Macao procuratorate tended to be more accurate in 
presenting an overall picture of the impact of mainlanders’ visits to the MSAR. The 
PRC government has understandably refused to acknowledge any negative outcome of 
mainlanders’ visits to Hong Kong and Macao, for it adheres to the principle of politi- 
cal correctness and maintains that its policy toward the two capitalist enclaves must 
be desirable. Andreas emphasizes that the state escalates its efforts to police illegal 
cross-border flows. This is true in the case of economic integration in Greater China. 
While Hong Kong immigration authorities had to formulate policy in response to il- 
legal immigration and cross-border prostitution, those in Macao responded in a similar 
manner to stem the entry of illegal workers from mainland China. As Andreas has 
emphasized, the state becomes more “regulatory” to control cross-border crime. This 
phenomenon can be applied to Hong Kong and Macao in their response to the thriving 
cross-border crime. As a result, the borders in Greater China are “transformed rather 
than transcended, reconfigured rather than retired.”’* In particular, law enforcement 
agencies in Hong Kong and Macao, notably the police, customs, and immigration, are 
“expected and empowered to maintain the boundaries between insiders and outsiders, 
to enforce law and order, and to project at least the appearance of securing national 
borders.”? Under the idea of “one country, two systems,” Hong Kong and Macao are 
responsible for securing their own borders. Although their borders are only virtually 
existent, they are in fact porous to the point that criminal groups and elements take 
full advantage of the three varying legal systems. The perceptive insights of Andreas 
are applicable to the proliferation of cross-border crime in Greater China. 


Transborder Crime and Intergovernmental Cooperation 


Phil Williams and Ernesto Savona have highlighted the fact that criminal elements 
exploit the loopholes in different legal jurisdictions and that they are extremely mobile, 
using their ethnic networks.'° In fact, criminal elements and organizations in Hong 
Kong, Macao, and Taiwan have been finding cover and recruits in the PRC. They utilize 
their kinship to create transborder personal networks “that are difficult for domestic 
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law enforcement to penetrate.’”’"' In the era of globalization, criminal elements also use 
technology to engage in various illegal activities, such as counterfeiting documents 
and banknotes, creating Web sites to deceive bank customers, and using the Internet 
to participate in illegal soccer betting. The “modern advanced telecommunications and 
information systems are also used by criminal networks to carry out hidden transac- 
tions”!* such as money laundering in Greater China. Since the economic rebound in 
Greater China after the Asian financial crisis in 1997-1998, “hot money,” especially 
from the PRC, has spread and seeks to find outlets for criminal elements and corrupt 
officials to hide their ill-gotten gains and reinvest them in legitimate ways. 

According to Joseph Nye, transborder criminal elements constitute “non-state ac- 
tors” posing a serious threat to national security, thus intensifying transgovernmental 
cooperation.’ In transborder politics, the society and government of a particular 
state interact with their counterparts of another state. In the case of Greater China, 
cross-border criminal elements represent the nonstate actors who challenge the na- 
tional security of the PRC, Taiwan, Hong Kong, and Macao. In response, transgov- 
ernmental cooperation takes place in the form of intelligence sharing and intensive 
communication among law enforcement agencies, especially police, customs, and 
immigration. As mentioned above, even though the PRC has not established diplo- 
matic relations with Taiwan, they communicate informally through their representa- 
tives on a variety of issues, ranging from the sharing of criminal intelligence to the 
extradition of criminal suspects. Cooperation at the government level in the PRC, 
Hong Kong, and Macao, and semigovernment level between the PRC and Taiwan, 
has contributed immensely to the ongoing combat against transborder crime in 
Greater China. Above all, transgovernmental police cooperation can strengthen the 
embedded autonomy of the cooperative states. For example, the PRC police can 
learn from the Hong Kong police how to tackle cross-border crime, and vice versa. 
The triangular police cooperation among Guangdong province, Hong Kong, and 
Macao constitutes the most prominent feature that has led to successful attempts 
at foiling cross-border criminal activities. This cross-border mode of policing is a 
testimony to the importance of regional and transgovernmental communication, 
coordination, and collaboration. 

At the societal level, criminal elements as the nonstate actors are forging links and 
networks, necessitating the response of the governments of mainland China, Taiwan, 
Hong Kong, and Macao to penetrate society and compete with organized crime 
groups. The attempts at penetrating society to win the hearts and minds of the people 
embrace the consolidation of police performance, the improvement in the relation- 
ships between the police and citizens, the establishment of community policing, the 
partnership with private security companies, the promotion of anticorruption work, 
and the encouragement of mass media to cover government efforts at combating crime. 
All these measures are easier said than done. Yet the governments of mainland China, 
Taiwan, Hong Kong, and Macao are trying their best to win support from ordinary 
people, thus weakening the attempts of criminal groups and elements to establish an 
organic link with society. 
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Multiple Jurisdictions and Problems of Intergovernmental 
Cooperation 


Last but not least, the multiple legal jurisdictions in Greater China present the greatest 
hurdle to further intergovernmental cooperation. The varying legal systems in mainland 
China, Hong Kong, Macao, and Taiwan introduce a whole range of problems, including 
cross-border implementation of PRC laws by some mainland officials in Hong Kong, 
the difficulty of gathering criminal evidence that can be used in different courts, con- 
troversy over the extradition of fugitives, and the rights of arrested offenders. Although 
Taiwan and the PRC have been cooperating to extradite fugitives wanted in the island, 
both sides will need greater cooperation in the sharing of criminal intelligence and the 
collection of evidence. Macao is exploring a rendition agreement with Portugal. In 
May 2008, a Hong Kong court judge chaired an unprecedented five-day court hear- 
ing in Guangzhou to collect evidence on three mainlanders who robbed the tomb of 
the wife of Hong Kong tycoon Li Ka-shing in January 2006. This event marked an 
important step in the formal and legal cooperation between the mainland and Hong 
Kong. At the same time, informal contacts between government departments and 
officials of mainland China, Hong Kong, and Macao are critical to their joint efforts 
at combating cross-border crime. However, the reality is that criminal suspects and 
elements are still taking advantage of the differences between the three legal systems. 
The existence of multiple legal jurisdictions is complicated by the different layers of 
government in mainland China, including central, provincial, and local levels. The 
cross-border execution of mainland laws in the HKSAR by some PRC police at the 
local level is a case in point. 

It is noteworthy that some of the law enforcement agents in the PRC have regarded 
the return of sovereignty over Hong Kong and Macao to the mainland as legitimate 
justification for their cross-border implementation of mainland laws. At the same 
time, law enforcement authorities in both Hong Kong and Macao have appeared to 
be tolerant of such cross-border implementation of mainland laws. This political cor- 
rectness means that the trespass on the legal jurisdiction of Hong Kong and Macao by 
mainland police agents has been tolerated. However, ironically, the criminal elements 
in Greater China have viewed the varying legal systems within it as providing a golden 
opportunity for them to enrich themselves by illicit means. 

Law enforcement authorities in Hong Kong and Macao have similar perceptions of 
the “one country, two systems,” as they both understand the different legal systems in 
Greater China and adapt to the circumstances. They each emphasize the importance of 
joint dialogue, operations, and coordination as well as playing down the challenges of 
cross-border crime to regime legitimacy. The Taiwan authorities see Greater China as 
more legally homogeneous than before, necessitating the extradition of Taiwan fugi- 
tives from the mainland. This official Taiwan perception is due in part to the Kinmen 
Accord reached between the PRC and Taiwan, and perhaps in part to the similar legal 
systems in the two places. Pragmatism prevails in Beijing—Taipei combat against 
cross-border crime. Yet criminal elements and groups see Greater China as legally 
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heterogeneous, providing endless opportunities for them to engage in illicit but lucra- 
tive activities. They make use of the PRC as a safe haven. Thus the official perspective 
on Greater China as a relatively homogeneous legal entity clashes with the criminal 
perception of the four regions as basically heterogeneous. Their conflicting images 
have produced a competitive and an incompatible relationship between cross-border 
crime and the governments of Greater China. 

In conclusion, cross-border crime in Greater China provides an excellent case 
study of the significance of embedded autonomy of the state vis-a-vis domestic and 
transboundary crime. As mainland China, Hong Kong, Macao, and Taiwan work 
toward becoming autonomous states relative to criminal groups, their struggle is 
characterized by the following: the de facto porous nature of various borders; the 
ripple effect of economic integration and liberalization on criminal activities; the 
response of the security and regulatory states in protecting their border; the mobility 
of criminal elements and groups that can be viewed as nonstate actors fully exploiting 
the legal loopholes to achieve economic profits by illegal means; the contributions of 
transgovernmental policing to the fight against crime; the existence of multiple legal 
jurisdictions; the fundamental problem of the PRC’s weak state versus the mafia local 
states; and the conflicting images of government and criminal perceptions of Greater 
China as a whole. All these characteristics will continue to shape the transformation 
of the relationship between cross-border crime and the states in Greater China in the 
foreseeable future. 
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Glossary 


Cross-border crime: Illegal activities (such as assassination, espionage, and terrorism) 
of individuals and organizations whose objectives are to maximize economic profits 
and/or achieve political objectives, and whose actions straddle territorial boundaries. 
Examples of transborder or transnational crime include the recruitment of the members 
of criminal groups, bookmaking, fraud, prostitution, money laundering, kidnapping, 
extortion, loan sharking, syndicate corruption, human smuggling, drug trafficking, 
counterfeiting, theft of national treasures, arms smuggling, assassinations, terrorism, 
airplane hijacking, and cybercrime. 


Developmental state: A state that is characterized by a highly meritocratic bureau- 
cracy, a sense of corporate coherence among civil servants, and close interactions or 
communications with social groups. From the perspective of crime control, develop- 
mental states are strong ones characterized by a clean bureaucracy, a competent police 
force, clearly defined anticorruption statutes, a solid criminal justice system, and an 
independent anticorruption apparatus for the sake of keeping organized crime, both 
domestic and transborder, under control. 


Embedded autonomy: Institutional mechanisms that combat, monitor, and penal- 
ize private and public organizations as well as individuals participating in organized 
crime, and that establish coordinating linkages among various anticrime agencies. 
These institutional mechanisms, such as police, anticorruption agencies, monetary 
authorities, penal institutions, and judicial bodies, can insulate the state from the in- 
fluence and penetration of organized crime groups. For the purposes of this book, the 
degree of embedded autonomy is directly related to the effectiveness of control upon 
cross-border crime. As the degree of embedded autonomy increases, the state tends 
to be more effective at controlling cross-border crime. Embedded autonomy involves 
a city-state or a state’s degree of freedom from organized crime groups. 


Greater China: Geographic area encompassing mainland China, Taiwan, Hong 
Kong, and Macao. 


Predatory states: States that are characterized by a “patrimonial” bureaucracy, an 
ineffective police force, weak anticorruption legislation and agency, and a fragile 
criminal justice system. 


Regulatory state: A state that uses law and its implementation to tackle cross-border 
crime. 


Transgovernmental cooperation: Cooperation between the law enforcement agen- 
cies of different nation-states or city-states that fight crime. 
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